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In This Josue 


ALL the work that goes into budget 

reparation and budget review can pay 

ig dividends in the form of better pro- 
graming and improved service. E. L. 
Keenan, Deputy Director of the Bureau, 
discusses some of these gains from an ad- 
ministrator’s point of view. p. 3. 


Tue budget process is not too simple 
at best, but the outline of major steps 
in their chronological sequence makes 
it much easier to understand some of the 
activities which go on. p. 4. 


THERE have been a great many major 
changes in budget processes during the 
past iad years. Some of these changes, 
including the adoption of the workload 
concept as a basis for determining budg- 
et needs, are described by Mark W. 
Alger, United States Bureau of the 
Budget. p. 6. 


W1LuiAM Farmer of the Texas agency 
points out that the role of the budget 
should be to encourage rather than re- 
place progressive initiative, and that a 
dynamic economy may require changes 
in program, method, or emphasis. The 
Texas experience in undertaking new 
programs, and experimenting with 
changes in older ones, is described in 
his article. p. 8. 


THE ways and means of allocating 
available funds among the States, and 
the “ground rules” which have been 
established to guide this allocation are 
described by Raymond L. Margetts of 
the Bureau. p. 10. 


Curtis P. Harpinc of the Utah agency 
gives us an account of the somewhat un- 
usual method of preparation of their 
State budget for the current fiscal year. 
He emphasizes particularly the effort to 
put statistics to work. p. 13. 


Wuart the Reed Act is intended to do, 
how it works, and what the results have 
been so far are the subject of a short 
article on p. 18. 


NEAL HapsELt of the Nebraska agency 
tells “chow to cook up a State budget” 
and describes the complexity of the 
process. Some of the problems which 
an agency encounters and some of the 
solutions developed are discussed on 
p. 19. . 


_ Tue benefits of a contingency fund to 
States in which workloads can vary quite 
widely during a year are indicated by 


James R. Sagel of the Michigan agency. 


He points out that while the contingency 
fund has taken much of the gamble out 
of budgeting, some problems still re- 
main. p. 21. 


Tue problems of a State agency which 
must coordinate a Federal budget re- 
quest covering a single year with a State 
budget estimate for a 2-year period are 
considerable. Joseph J. Gibbons of the 
Connecticut agency describes some of 
these problems and the steps taken to 
overcome them. p. 24. 


Tue part played by the regional office 
in the State budget process is outlined 
by Edward Lapic of the New York 
regional office. He discusses the re- 
gional office participation in the process 
from the initial review of operating 
programs of the local offices to the final 
allocation of funds, and cites some of 
the types of questions raised. p. 26. 


BUDGETING presents problems in all 
States, but these problems are magnified 
in a State with a rapidly expanding 
population. James A. Rork of Ari- 
zona describes some of these problems. 
p. 29. 
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New Assistant Secretary of Labor 


NEWELL Brown has been selected as the new 
Assistant Secretary of Labor to fill the position 
formerly held by Rocco C. Siciliano. He brings to 
the position of Assistant Secretary background experi- 
ence as the Administrator of the Wage and Hour and 
Public Contracts Divisions of the Department of 
Labor and more than 5 years as the Director of the 
New Hampshire Division of Employment Security. 

Mr. Brown will be responsible for employment and 
manpower activities of the Department, including 
its training, employment security, defense manpower, 
skills of the workforce, and older worker programs. 

Born in Berlin, N. H., June 19, 1917, Mr. Brown 
was graduated from Princeton University in 1939. 
He served with the Army from 1940 until 1946. 


Veterans Maintain Favorable 
Employment Situation 


VETERANS maintained a favorable employment 
situation during fiscal year 1957, according to a 
recent report, released by the Bureau of Employment 
Security. 

Most young veterans discharged during the year and 
those who completed their educational training 
experienced little difficulty in finding employment. 
Unemployment among male World War II veterans 
44 years of age and under was one-third smaller than 
the unemployment rate of all male workers in that 
age group. In the year, local offices of State employ- 
ment services made 1,474,400 job placements of 
veterans, including 122,600 disabled veterans. 

[n announcing release of the report, Secretary of 
L.bor James P. Mitchell said: 
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‘*Veterans’ organizations are to be commended on 
the excellent cooperation they have given the Bureau 
and the State employment services in their programs 
for improving job opportunities for veteran. I am 
very pleased to learn that veterans’ organizations at 
their current conventions have mandated their depart- 
ments to expand their cooperative activities and to 
place greater emphasis on programs to promote jobs 
for older workers. This special emphasis on pro- 
moting employment opportunities for older workers 
is especially gratifying. 

‘““A major factor contributing to the favorable 
employment situation of veterans is the generally 
higher level of skills they bring to the labor market. 
By taking advantage of training programs, veterans, 
as a group, have become the best educated, the best 
trained, the best paid, and probably the best occu- 
pationally-adjusted workers in the labor force.” 


Work for Handicapped Breaks Records 


THousANpDs of volunteer workers in the United 
States and its Territories participated in this year’s 
observance of National Employ the Physically Handi- 
capped Week (October 6-12) which was the largest 
in its 13-year history. Management and _ labor 
groups, organizations with a special interest in the 
national program to provide job opportunities for 
the physically impaired, and many hundreds of 
dedicated individuals also took part in the obser- 
vance with special talks on television and radio and 
addresses at scores of luncheon and other service 
clubs in every State. 

Concurrently, new records were being set in place- 
ments of the handicapped in jobs and in the num- 
ber of impaired being rehabilitated for return to 
the work force. 

Placements of handicapped workers reported by 
the public employment service in the first 7 months 
of this year totaled 165,645. This is 2,700 more than 
the total for the same period in 1956; 30,000 more 
than in 1955; and 60,000 more than in 1954. It is 
expected that the total figure for 1957 will top the 
record of 296,703 set in 1956. 

A survey, conducted during fiscal year 1957, of 
State agency personnel assigned to serve the handi- 
capped reveals that 22 State agencies have full-time 
State supervisors; that 233 persons devote full time 
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to services to the handicapped; and that 1,511 
provide services on a part-time or occasional basis. 
There has been substantial progress toward com- 
pletion of the Selective Placement Index, a reference 
guide to occupational information and testing re- 
sources, and a compendium of information about 
the normal training time requirements and physical 
demands based upon the USES publication, “Esti- 
mates of Worker Trait Requirements for 4,000 
Jobs.”” The Index is designed particularly for the 
use of counselors and selective placement specialists. 
Almost 1 million disabled persons have been re- 
habiliated to productive employment and satisfying 
life under the State-Federal rehabilitation program 
begun in 1921. Of this total, about 200,000 have 
been established in paying jobs within the past 3 
years, spurred by enactment of Public Law 565. 

In fiscal year 1957, for the second consecutive year, 
an all-time record of some 72,000 disabled people 
were restored to useful work. An additional 145,000 
were receiving rehabilitation services from State 
agencies as the fiscal year ended. In time, most of 
these persons are expected to be restored to pro- 
ductive employment. 

It is estimated that each year 250,000 additional 
persons need rehabilitation services. An estimated 
2 million handicapped Americans could be prepared 
for and placed in jobs, if they had access to rehabili- 
tation services. 

Persons rehabilitated in fiscal year 1956 are paying 
Federal income taxes at an annual rate of $10% 
million. Within 3 years after starting to work, they 
will have paid the entire amount expended by the 
Federal Government for basic support of the re- 
habilitation program in fiscal 1956. 


Nurse Traineeship Program in Second Year 


APPROXIMATELY 800 graduate nurses will receive ad- 
vanced training this year in the second year of a 
Public Health Service program to help overcome a 
shortage of nurses qualified for teaching and adminis- 
trative positions, according to a recent announcement 
by the Public Health Service. The program was 
authorized under a law passed in July 1956. 

Grants totaling $3 million have been made to 
60 schools of nursing and public health throughout 
the country. These institutions in turn will award 
traineeships to qualified nurses interested in teaching 
positions in schools of nursing, or in supervisory and 
administrative posts in hospital nursing services and 
public health agencies. 

Last year 587 traineeships were made available to 
56 institutions under a $2 million appropriation. 


New Help for the Mentally Ill 


A NEW way to help mentally ill patients back to 
normal life as breadwinners has been found at the 
Veterans Administration hospital in Lexington, Ky., 
according to a recent Veterans Administration release. 


(Continued on page 25) 


Employment Security Activities at a Glance, August 1957, 
United States and Territories 





| Percentage 


| change fi 
Number or_ | ilineiseag 


amount | Pee. 
vious | Year 
'month| 8° 
Employment Service—T otal 
New applications... . 671, 500 — 9 = 
Referrals: 
Agricultural... . 1, 217,800 | —12 —13 
Nonagricultural . . 911, 300 +2 —7 
Placements: 
Agricultural... . 1, 202,600 | —11 =e 
Nonagricultural . 535, 600 0 —7 
Po) Ai 306, 700 0 —8 
Women...... 228,900 | +1 =) 
Handicapped. . 24, 600 + 4 —4 
Counseling interviews. . — 104, 500 —4 | —1 
Individuals given tests....... 88, 900 —1 —10 
HAMDIOVET VABINE.....-.6.4%5--% 147, 600 +1 —9 
State Unemployment Insurance 
Initial claims, except tran- 
TS eS “eer 832,900 | —34 0 
Weeks of unemployment | 
1S ie ellie gi ea ee 5, 024,000 | —14 | +4 


Weekly average insured un- 


employment!......... a5 1, 130,800 | —11 +8 
Weeks compensated ?....... 4,496,500 | —8 +5 
Weekly average beneficiaries ?. 1, 021, 900 —4] +10 
Average weekly benefit pay- 

ment for total unemploy- 

BRET cules s «\ceiinieh Als »’s $27.82 +1 +3 
SE IIL os. one = 6.6% S005 62d $118, 800, 200 —7 +8 
Funds available as of August 

SL ic 2 Sea an ce ane $8,796,557,300 | +2 —o 

Veterans 3 
CE a oe 29, 600 —3 — 20 
Weeks of unemployment 

RENE Gia ar. skins ieee os 201, 300 -3 —20 
Weekly average insured un- | 

CURING PRIONE «35.05. 5 oi. is 46, 400 +2 —16 
i $4, 406, 500 —3| —22 
New applications........... 150, 800 —i | =o 
Referrals, nonagricultural.. .. 207,800 | +3] —13 
Placements, nonagricultural. . 124, 700 +4); —11 
Placements, handicapped... .. 10, 000 +5\0o>8 
Counseling interviews........ 25,400 | +4 —12 


Unemployment Compensation | | | 
for Federal Employees 4 


Initial claims, including tran- 


NS IS aie oot 3 11,200 | —26 +20 
Weeks of unemployment | | | 

ee re eee 97, 700 +2 | +18 
Weekly average insured un- | | 

ee 22, 500 +5 +25 


Benefits paid... .. $2, 532,800 | +14/ +19 





1 Data exclude terriiories. 

2 Includes data under UCFE program. 

3 The first 4 items relate io the program based on the Veterans’ Re- 
adjustment Assistance Act of 1952. Data include 8,700 initial claims, 
33,700 weeks claimed, and 7,700 insured unemployment for veterans 
filing to supplement State and/or UCFE benefits. Excluded are data 
for veterans filing to supplement railroad unemployment insurance benefits. 

4 Data include Federal employees filing jointly under State Ul 
programs: 2,400 initial claims, 9,000 weeks claimed, 2,000 insured 
unemployment. 
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The Vital Role of the Budget .. . 








The Budget as an Administrative Tool 


By E. L. KEENAN 
Deputy Director 


Bureau of Employment Security 


N THIS issue, the EMPLoyMENT SECURITY REVIEW 

for the first time is devoted to the various aspects 
of the process by which we request, receive, and allo- 
cate the moneys necessary for the operation of the 
employment security system. ‘The budget process, 
however, is more than a device for obtaining money, 
and the budget document itself is more than a fiscal 
statement of our needs. 

We have a performance type of budget based upon 
estimates of the workloads we expect will develop and 
of the amount of time we expect each unit of work to 
require. This type of budget cannot be built up or 
justified without a series of decisions on the part of 
management at each level of administration. The 
articles in this issue will, I hope, point out the full 
implications of these decisions, will broaden our appre- 
ciation of the whole budgeting process, and will pro- 
vide some specific aids in utilizing the budget as a tool 
of management. 


Must Review and Evaluate Pograms 


In our day-to-day concern with the amount of staff 
time it takes to prepare our budgets, we tend to over- 
look the fact that the end result can be a major tool 
in the administration of our programs and of our 
agencies. The very processes that we go through in 
the local offices, in the States, in the regional offices, 
and here in the Bureau in preparing a budget state- 
ment force us to review and evaluate our programs, 
to anticipate our needs, and to measure our progress 
towards policy goals. If the process ends when the 
budget request is prepared, we have, in one sense, 
largely wasted our efforts. If, on the other hand, we 
recognize that the budget document is a financial ex- 
pression of our program, we can integrate it with our 
other management tools and have a coordinated plan 
of action for “‘proper and efficient administration.” 

Properly planned and prepared, the budget will 
chart the course for programs and operations for the 
next 12 months. In effect, it is the ‘plan’ designed 
to get us from “‘here to there” by the end of the budget 
period. How well this is accomplished will depend 
upon how well the programs and operations are 
planned, how well the budget is developed and justi- 
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fied, and finally, how well the approved and allocated 
programs and activities are executed. 

With all administrative levels participating in the 
planning and development of the budget, it is only 
natural that it should also serve as a guide to the 
actual expenditure of funds. The volume of each 
activity and the relationship between those activities 
are carefully considered in terms of the anticipated 
economy, the need, and the total amount of funds 
available. It is good business practice, therefore, that 
the planned and budgeted program should be carried 
out during that budget year. The more we practice 
this approach, the better our planning will become. 
The more accurate our planning, the better our 
budgets will be. With improved planning and im- 
proved budgets, we can provide increasingly better 
service to the public, and do the job more efficiently. 

We must recognize, of course, that useful as it is, 
we cannot manage entirely from the budget docu- 
ment. Effective administration requires us also to 
consider the effects of changing needs and conditions, 
changing program emphasis, and more current evalua- 
tions of the service we are rendering. Indeed, one of 
the dangers of using the budget as a tool of manage- 
ment is that it may limit our vision. We may set up 
an estimated workload as our goal, for example, with- 
out regard to the service really needed. It is easy to 
become preoccupied with the techniques, the methods, 
and the.means of performing our tasks and to forget 
what our administrative machinery is really set up 
to accomplish. 


Need for Flexibility 


Because we must budget for months ahead, we try 
to provide some flexibility in the budget for the 
adjustment of program activities in case there is a 
major change in the economy. One of our most 
important devices for achieving this flexibility is the 
“contingency fund,” and its adoption in fiscal year 
1950 was an important advance in State employment 
security financing. Since then, the contingency fund 
has provided the means for meeting many of the 
additional expenditures found necessary after the 
approval of the basic budget. Prior to its inception, 
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the only recourse when changing economic conditions 
or changes in State laws or salaries occurred after the 
basic budget had been prepared was to submit a 
supplemental budget request. These requests, even 
if approved by Congress, often came too late in the 
fiscal year to meet operating needs. 

With the contingency fund available to meet unex- 
pected costs, State agencies can hire temporary claims 
clerks if the economy should weaken to a point where 
the claims load exceeds the allocated figure, and thus 
continue to maintain emphasis on job promotion, 
placements, and other employment service activities. 
If the economy should improve substantially, it may 
be necessary to make other adjustments, such as plac- 
ing more emphasis on special recruitment and clear- 
ance activities. When justified, these adjustments 
should be made promptly and there is sufficient flexi- 
bility in the budget system to permit such actions. 
While it is more important to meet the needs of the 
public than to match a predetermined workload, 
substantial changes in program emphasis should be 
made only when the need can be identified and the 
action justified. 

Frequently, the problem is how to determine the 
need for a shift in program or activity emphasis and 
how to measure program accomplishment and prog- 
ress. This should not be too difficult, if the approved 
budget is accepted as the balanced program for the 
year, and if each local office has been advised of the 
workloads and man-hours allocated for the various 
functions. The reported volume of local office activ- 
ities, and the relationship between those activities and 
the man-hours expended on those activities as com- 
pared with the approved “plan,” should indicate 
which local offices are not on the right track. For 
example, there would be little or no justification for 


expending fewer hours on placement activities wher 
claims are at a low ebb and local employment i 
increasing. Likewise, there would be little justifica- 
tion, under the same set of facts, for a substantia 
increase in initial counseling and a material reduction 
in individuals tested if these activities had been 
budgeted at a proper level. Yet such things do 
happen. 

An analysis of administrative statistics, including 
time and cost data, activity reports, and operating 
costs, when related to the execution of a well-planned 
budget, can be, and often is, very revealing. Such an 
analysis is equally as important when applied to 
individual State agencies and to individual local 
offices as it is to the country as a whole. In fact, it 
may be more important, because remedial action can 
best be taken with the individual unit that is out of 
line—but that is a job for the line supervisor. The 
budget can provide the funds and it can help chart 
the course for such action. 

Yes, the budget is important—vitally important—to 
the success and continued improvement of the em- 
ployment security program. It is not something to 
be forgotten as soon as the funds are made available, 
nor is it merely a “‘warkload quota” which has to be 
met. It is the vehicle used to request operating 
funds—and even more important, as approved, it is 
our “‘plan” for service to the public. Each one of 
us is responsible for the proper and efficient expendi- 
ture of public funds. For this reason, we must plan 
our program activities and carry out our total budget 
responsibilities so as to render maximum service to 
the public for each dollar expended. Without a 
budget, there would be no service—but without ade- 
quate SERVICE, there may also be no budget. 





The Scope and Complexity 
Of Employment Security Budgets 


EDITOR’S NOTE—Although every individual who works in the 
employment security system is directly and greatly affected by the budget 
process, relatively few are in a posit‘on to follow each step of that process. 
The following article describes briefiy the specific steps, and the timing 
followed, in budget preparation. (See chart on pages 16-17.) 


4 ibs vast scope and complexity of employment 
security budgeting is indicated by the fact that 
proper provision must be made to finance, under the 
differing economic conditions in 53 State and Terri- 
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torial jurisdictions, the varied programs that comprise 

“employment security.” There are, in fact, five 

separate national budgets for each fiscal year. ‘These, 

together with the amounts appropriated for fiscal year 

1958, are as follows: 

. Grants to States—$259,814,000 

. Salaries and expenses of the Bureau—$5,958,000 

. Expenses of the Mexican farm labor program 
under Public Law 78—$2,250,000 

4. UCV benefit payments—$36,800,000 

5. UCFE benefit payments—$25,000,000 

The latter two are Federal programs carried out by 
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State agencies in accordance with agreements with 
the Secretary of Labor. 

Work on these budgets overlap and in the latter part 
f each fiscal year there are five budgets for each of 3 
iscal years in process at the same time—those for the 
urrent year, those for the immediate succeeding year, 
ind the development of the initial estimates for the 
second succeeding year. 


Development and Review of Requests 


The steps involved in the development and review 
ff the annual appropriation requests, while time- 
consuming, are designed to provide the thorough con- 
sideration necessary to achieve a two-fold objective— 
to provide adequate funds for the discharge of neces- 
sary services to the public, and to insure against 
improper appropriation of public funds. 

The steps in budget preparation can be followed by 
tracing the development of the Grants to States budget 
for fiscal year 1959. 

In April 1957, the Bureau requested the State 
employment security agencies to submit preliminary 
estimates on administrative, technical, and staff costs, 
nonpersonal service costs, average annual salaries, 
and anticipated program changes for fiscal year 1959. 
These factors, together with the Bureau’s national 
workload estimates, formed the basis for the develop- 
ment of preliminary 1959 budget estimates, which 
were submitted to the Secretary for approval. These 
preliminary estimates were then reviewed with a sub- 
committee of the Interstate Conference Grants Com- 
mittee prior to their submittal to the Bureau of the 
Budget. 

The Bureau of the Budget (in August 1957) issued a 
dollar ceiling for fiscal year 1959, which can be 
exceeded only by special justification. The Bureau of 
Employment Security then prepared, within the ceil- 
ing prescribed, the formal budget request, which 
became a part of the Secretary of Labor’s total 
budget request to the Bureau of the Budget due 
September 30, 1957. 

Before the end of November 1957, a hearing will 
have been held by the Bureau of the Budget on the 
budget submittal. Following this, the Bureau will be 
advised of the amount that will be included in the 
President’s budget to the Congress. 

During January 1958, the Congressional budget 
request, limited to the amount included in the Presi- 
dent’s budget, will be submitted to the Appropriations 
Committees of the House of Representatives and the 
Senate. 

Representatives of the Department and the Bureau 
appear before the House and Senate Appropriations 
Committees presenting both written and oral justifica- 
tion supplementing the written budget. Usually 
Senate action awaits House action. When changes 
occur in the House action, the Bureau prepares for 
the Senate subcommittee a statement of the effect of 
the House action on the budget request. After House 
aid Senate action on the appropriation, any differ- 
ences are reconciled by a joint House-Senate Con- 


November 1957 


ference Committee. The appropriation then, upon 
approval by both Houses of Congress and the Presi- 
dent, becomes a reality. 

Within 15 days after the appropriation is approved 
by the President, an apportionment request must be 
submitted to the Bureau of the Budget, giving detailed 
plans of how the appropriation will be expended 
during each of the 4 quarters of the fiscal year. 

Although the State Grants Budget has been used for 
illustrative purposes, essentially the same set of steps 
apply to the other four yearly budgets. 


The State Grants Budget 


The budget for Grants to States, the largest and 
most complex of the five budgets, provides the means 
for financing all programs and services at State and 
local levels—unemployment insurance, employment 
service, and farm placement. It also covers the cost 
of general administration, staff functions, and non- 
personal services necessary to support direct program 
operations. ‘This budget is developed on a workload- 
time factor basis for most direct operations. This 
system has provided sound operating results, as well 
as greater equity in determining budget allocations. 
Of especial importance in this regard is the use, during 
the last 2 years, of a system of standard time factors 
for employment service direct operations. This 
system has offset the downward trend of professional 
and other higher type placements existing prior to its 
inception through the use of weighted composite unit 
times which recognize, dollar-wise, higher amounts 
of time for the more difficult types of placements. A 
significant advance in employment security budgeting 
has thus been made with a simultaneous marked im- 
provement in placement operations. 

Each State builds up its estimates for employment 
security programs and operations (frequently in con- 
junction with local offices) in the light of the economic 
assumptions and its own program plans. Reviews of 
the State estimates are made by the Bureau of Em- 
ployment Security at both the regional and national 
levels. The purpose of the regional office review is 
primarily to determine jointly with the State agencies 
the amounts necessary for program administration 
State by State within the region. The national office 
review is concerned primarily with considering the 
regional recommendations in the light of program 
needs, economic assumptions, and the amount of 
funds in the appropriation so as to insure the most 
equitable allocation of available funds to the States. 
This is known as the ‘‘budget review process” out of 
which emerge the final approved State agency budgets. 


Separate Allocations for New Programs 


In starting new programs, such as in recent years 
those for the older workers and the severely ,handi- 
capped, as well as new research activities, separate 
allocations are made on a specific State-by-State basis. 
As these new programs get under way, they are in- 
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cluded as continuing activities in the budgets for 
succeeding fiscal years. 

Each year every effort is made by the Bureau to 
advise the State agencies of their allocations as far in 
advance of the beginning of the fiscal year as circum- 
stances permit. This is accomplished by the issuance 
of tentative allocations based on the Bureau’s review 
of the State agency budget requests, and generally 
limited by the amount requested in the President’s 
budget. When the appropriation is approved, final 
allocations are made to the States, including such ad- 
justments in the tentative allocations as may be neces- 
sary because of congressional changes in the President’s 
request. 


The Budgetary Process 


and Workload Concepts 


HE “budget” as a product, and budgeting as a 

process, may well be identified today as vital to 
our society. The tangible end result, the Budget of 
the United States, provides for the President’s fiscal 
and legislative recommendations for the year ahead. 
Its 1,200 closely printed pages spell out the details of 
an $80 billion annual impact on all elements of our 
economy such as agriculture, business, and labor and 
through proposals for military defense and foreign aid, 
our national security position at home and abroad is 
established. 

The budget today serves many purposes. It repre- 
sents the cost of Presidential policy determinations, 
serves as a tool of executive management, and provides 
the point of departure for the Congress in its annual 
appropriation process. This has not always been 
the case. 

Prior to 1921, each department submitted appro- 
priation requests directly to the Congress without 
systematic Presidential review. The Budget and Ac- 
counting Act of 1921, stemming largely from recom- 
mendations made by the Commission on Economy 
and Efficiency in 1912 but delayed in adoption by 
World War I, changed that practice by requiring the 
President to transmit an annual budget which sets 
forth estimated expenditures and proposed appropria- 
tions necessary in his judgment for the support of the 
Government for the ensuing fiscal year. Departments 
and agencies are precluded from submitting an esti- 
mate of appropriation or requesting an increase in the 
budget unless requested by either House of Congress. 
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The Contingency Fund 


Since fiscal year 1950, the State Grants Budget has 
contained a contingency fund to meet additional expendi- 
tures found necessary after approval of the basic bud- 
get. The contingency fund is available to the States 
to meet specified increased costs, which cannot be met 
by normal budgetary adjustments, resulting from 
changes in State laws, increases above the budgeted 
level in the number of unemployment insurance claims 
filed and claims paid, and increased salary costs re- 
sulting from changes in State salary plans embracing 
employees of the State generally. 


By MARK W. ALGER 


Assistant Chief, Manpower and Research Division 
United States Bureau of the Budget 


To provide the staff assistance needed to discharge 
this responsibility, the act also established the Bureau 
of the Budget in the Treasury Department but under 
the immediate direction of the President. 

The increasing responsibilities placed on the Chief 
Executive by growth of Federal functions caused the 
President’s Committee on Administrative Manage- 
ment in 1937 to take the view that improved opera- 
tions in the executive branch could be achieved by 
strengthening the management powers and functions 
of the President. To carry out the Committee’s rec- 
ommendations, the Executive Office of the President 
was created by Reorganization Plan I of 1939 and the 
Bureau of the Budget transferred from the Treasury 
Department to the newly created independent office 
where it presently is located. 

Initially, and continuing through World War II, 
the budget was largely a recital of personal services, 
amounts required for travel, and other objects of ex- 
penditures. This simple classification did quite well 
when Government was small and compact. As long 
as governmental activities changed little from year to 
year, budget justifications could run primarily to the 
need for an additional secretarial position in the 
bureau chief’s office or the requirement for an addi- 
tional file case. Even today some agencies are so 
small that their activities and needs can be as well 
evaluated through this means of justification as through 
any other. Budget examiners can still observe that 
the carpet on the floor of the office of a board member 
has been worn through and that a new carpet is justi- 
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fied but budgets processed on this basis would indeed 
take an army of examiners. 

As the scope of Government activities broadened 
and operations decentralized, some agencies found it 
increasingly difficult to make an effective budget 
presentation solely on the basis of an “object of ex- 
penditure’’ breakdown. From this experience evolved 
the use of a budget classification that presented agency 
requirements on the basis of its programs and activi- 
ties. This was a development to which the first 
Hoover Commission gave considerable impetus in its 
recommendations for a performance type budget. 

The Commission also suggested that the responsi- 
bilities for budgeting at the Presidential level should 
be more concerned with the program levels and the 
relative emphasis given to the several activities of 
Government and that within the departments greater 
attention to the problems of economy and efficiency 
was needed in carrying out programs as approved 
by the Congress. The Commission recommended 
that “*. . . in dealing with the budget of the exec- 
utive departments and agencies the Office of the 
Budget should place much greater emphasis on 
the development of policies and standards to govern 
the preparation of estimates, and on the development 
of adequate budget work in the departments them- 
selves, and comparatively less on the review by its 
own staff of the details of departmental estimates. A 
program or performance budget should be the goal. 
Further emphasis should be placed on the mangement 
research function, particularly as affects the field 
services.” 


Performance Budgeting Adopted 


In accordance with these suggestions, this concept 
was written into the Budget and Accounting Pro- 
cedures Act of 1950 and performance budgeting was 
adopted in the 1951 Budget. Governmentwide adop- 
tion of the principles of performance budgeting gave 
impetus to the use of justifications based on workload. 
A far better understanding and evaluation of a budget 
request can be obtained if it is presented in terms of 
claims paid, job seekers placed, persons tested, and 
other similar units of work than is possible on the basis 
of a narrative explanation of why an additional clerk 
is needed in a local office. A budget so presented 
takes on meaning in terms of mission, and accomplish- 
ment can be evaluated against policy objectives. A 
budget so formulated permits the administrator to 
review the relation of actual workload to that forecast 
in the budget, thereby indicating areas of staff im- 
balance or opportunities for management improve- 
ment. 

The same information, assembled in more consoli- 
dated form, can well serve the Secretary of a depart- 
iment in evaluating the performance of a program for 
which he is responsible and will provide the Bureau 
of the Budget with a measure of how successfully the 
President’s policy objectives have been accomplished. 
“xperience becomes the basis for revisions in the 

suing budget year. 
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The essential elements in such a budget justification 
involve a determination of the activities that can be 
measured in a meaningful way, the development of an 
appropriate system for accumulating workload and 
time information, and the establishment of methods 
for accurate forecasting of the workload in those activi- 
ties. The system should also include provision for 
establishing a fair appraisal of the time required to 
perform each of such operations. With these data, 
the total time required for a planned program can 
then be ascertained and a cost estimate can be made 
through the application of a unit cost based on the 
average salary of personnel and other related expenses 
such as communications, travel, office supplies, and 
equipment. Through such methods, some agencies 
have been able to develop costs of performing a unit 
of work, and the budget request is justified on the basis 
of work units multiplied by unit costs. 

While serving to simplify the presentation, such a 
methodology also has its pitfalls. A common problem 
is the adjustment of unit costs for mandatory salary 
increases or price rises for commodities used in the 
performance of operation. Unless these adjustments 
are thoroughly understood, changes in efficiency can 
easily be obscured. 


Can Be Approached in Many Ways 


There are, of course, many different approaches 
to the budget process, all of them related in some 
way to workload information. ‘The most simple is that 
in which a kind of relation is intuitively drawn 
between the amount of work performed and people on 
the payroll, such as the number of establishments in- 
spected and the number ofinspectors available. Onthe 
assumption that the existing relationship is a correct 
one, it might be inferred that the inspection of more 
establishments in the budget year would require more 
inspectors, but such reasoning might be less than 
accurate if the inspectors spent less time in travel 
status, report writing, or in aiding attorneys in 
preparing cases for court. 

A work measurement system in which the tasks 
involved in the operation are broken down to a level 
that will permit the application of time factors results 
in a far more accurate and more adequate basis upon 
which to make a budgetary decision. A further step 
involved would be the application of cost rather than 
time to units of work performed. In some instances 
only partial records are kept, usually covering the 
largest increment in the cost, such as personal services. 
Other elements of cost are derived by deduction. A 
final step would be the integration of such cost finding 
processes in the accounting system, thereby developing 
true cost accounting for use as an integral part of 
budget presentation. 

The adjudication of claims, payment of benefits, 
processing of applications, printing of publications, 
manufacture of goods and articles, and similar types 
of programs are susceptible to workload budgeting. 
For many years the budgetary requirements for em- 
ployment security agencies, the Bureau of Old-Age 
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and Survivors Insurance, Civil Service Commission, 
the Veterans Administration, Railroad Retirement 
Board, the Bureau of Engraving and Printing, and 
other agencies have been on this basis. As oppor- 
tunities present themselves, the Bureau of the Budget 
assists agencies having programs susceptible to work- 
load budgeting in setting up the necessary procedures 
to convert their appraisal of program performance to 
this methodology. 

Extension of workload budgeting should assist 
materially in carrying out further improvements in 
budgeting which were set forth in Public Law 863 of 
the 84th Congress. This proposal carried out many 
of the budget and accounting recommendations of the 
second Hoover Commission. The Act provides for 
the greater use of costs in accounting and budgeting 
in executive agencies, for the improvement of allot- 
ment practices, and for the development of consistency 
in the financial and organization classifications. The 
use of workload budgeting and unit costing should go 
forward hand in hand as part of the improvement of 
financial management provided under that Act. 

These evolutions of the budget and the budget 
process have been designed to enable the President 
to better discharge his constitutional responsibilities 
of advising Congress of ‘‘such measures as he shall 
judge necessary and expedient” and faithfully execut- 
ing the laws passed by Congress. In_ presenting 
budget recommendations to the Congress the Presi- 
dent must consider many factors: What is the condi- 
tion of the economy? Will the effect of the probable 
budget total be inflationary or deflationary? Should 
expenditures be held down to permit a tax cut or a 
reduction in the national debt, or should new pro- 
grams be started in response to identifiable needs? 
Policy on these and many other questions must be 
first determined; the budgetary levels of individual 
programs can then be established within a meaningful 
framework. 

As part of the President’s team, the head of an 
agency is expected to formulate his budget within a 
total that will permit accomplishment of the Presi- 
dent’s fiscal objectives. In doing so, he must balance 


the program requests of officials that have competing 
interest within his department, each of whom, operat- 
ing from a narrow breadth of responsibility, is in- 
clined to feel that his program is the most deserving. 
In making his decisions, the agency head has the 
responsibility of achieving a balance in his programs 
by distributing resources available to him in a manner 
which will most effectively and efficiently serve the 
public interest in his area of responsibility. Finally, 
the budget for an operating unit must be susceptible 
of execution. The responsible operating official 
should have reasonable program objectives and 
should be provided with funds sufficient to carry 
them out. 

Thus a budget becomes many things to many indi- 
viduals. In itself, it is the result of decision at many 
levels within the governmental structure. It is essen- 
tial that those involved in the budget process under- 
stand and recognize that each level in government, 
charged with different responsibilities, must bring 
different factors to bear in the decision with respect 
to any one program. It is also important that the 
limitations of time and detailed knowledge of decision- 
makers are recognized. The operating official may 
know what he needs, but he owes it to his program 
to explore continually means of translating his 
knowledge and intuition into justifications which can 
be rationally reviewed and evaluated by others who 
have not had his experiences. 

Increased use of workload budgeting and unit cost 
information will contribute greatly to more effective 
decisions in the budget process. This is true at the 
operating level in terms of improved management 
and the development of sound budget estimates, and 
at the various levels of budget review, in terms of 
strengthened justification of desirable programs. By 
the use of these practices, top management in an 
individual agency, the Bureau of the Budget, and the 
President can better evaluate proposed objectives and 
the efficiency and economy of agency operation, thus 
enabling more effective decisions in areas of their 
respective responsibility. 


Launching Unbudgeted Programs 


By WILLIAM H. FARMER 


Administrator 


Texas Employment Commission 


| ieaputaacsaoheny or experimenting with an unbudg- 
eted program can be a precarious undertaking in 
the employment security system. Inherently, any 
budget process, whether in government or in private 
business, requires a high degree of program planning, 
astute management, and careful periodic review of 
progress. 
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In today’s highly dynamic economy, changes often 
occur faster than executives can keep pace. Elec- 
tronics, automation, and a superabundance of ideas 
in accounting methods, management innovations, and 
production changes are taxing the skills of the ablest 
executives in the country. All of these transitions 
necessitate changes of some sort—in program, in 
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nethod, or in increased or reduced emphasis on some 
particular activity. 

There was a time when the budget was regarded as 

he final guide to what should be done and at what 
ost the work would be performed. Today, this prin- 
iple cannot apply in industrial concerns, and it is 
nconceivable that rigid budgetary compliance should 
be expected in governmental organizations. Cer- 
ainly a governmental agency should live within its 
legislative appropriation, but to require strict adher- 
ence to the detail of operating plans can have only the 
eventual result of stagnation, or routinely doing the 
same thing over and over again, with never an im- 
provement, never a sound variation. 


Budget Should Encourage Initiative 


The role of the budget should be such that it en- 
courages, rather than replaces, progressive initiative 
and supervisory authority vested in management. 
Certainly we should never lose sight of the basic aims 
we have accepted, and I think we must regard the 
adopted budget as a goal to be attained. Where we 
often miss the boat, however, is in failing to recognize 
that the methods by which these budgeted goals are 
to be attained are subject to change without notice. 
The alert, forward-thinking, and aggressive executive 
or administrator must have the courage to examine 
the budget from time to time in an effort to discover 
easier, faster, more efficient, and more economical 
methods of attaining program goals. 

Not infrequently this experimentation into new 
methods results in an actual increase in the dollar 
amount of the budget. However, in many instances 
experimentation, although more costly, has produced 
results quantitatively and qualitatively far in excess 
of those which would have been attained had the 
experimentation not been attempted. Seldom can a 
new program or a material expansion or redirection 
of a going program be undertaken and financed from 
a current budget. If it can, it is prima facie evidence 
that the current budget is “‘too fat.” 

It is in this area that supplemental budget requests 
are necessary to initiate new programs on an experi- 
mental basis which later become adopted as standard 
practice and are subsequently included in the regular 
budget. 

On the other hand, failure in the experimentation 
with a new program may be costly to management and 
inay have deleterious effects on subsequent budgets. 
It is here that executives and administrators must 
exercise good judgment to the utmost. 

In the Texas Employment Commission, we often 
conceive the necessity of injecting a new program 
phase into our planning without prior budgetary 
provisions and without prior knowledge of cost 
demands. We are then faced with the problem of 
estimating the cost of the new operation in relation 
(0 other program demands and funds available. 

Occasionally new programs will originate from a 
cemand by the public which will crystallize at the 
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national level and subsequently funnel down to the 
States. Sometimes these programs will enter into 
fields which require research by the States before such 
programs can be put into operation. In many in- 
stances, this research is not a budgeted item and 
supplemental funds must be requested for that pur- 
pose. If the research is productive, subsequent 
budgets include requests for continuing funds for the 
research or for carrying on the program. 

Several years ago, spot studies were made in a few 
cities throughout the United States to gain knowledge 
about the employment situation of the older worker 
in the labor force. Special grants were made to States 
to conduct these studies and, in most cases, the funds 
allocated for this work were precise. Since that time 
the Older Worker Program has become a full-fledged 
operation of the employment security system through- 
out the country. All State agencies now include a 
budgeted workload for operating an older worker 
program. In many States, the need for continuing 
research in identifying problems in connection with 
older workers has caused funds for this research to be 
included in the regular budget of the agency. 

The practice of importing foreign workers to assist 
in agriculture started out as an experiment brought 
about by necessity. In Texas this need became acute 
at seasonal peaks and required drastic action. How- 
ever, the terms of the agreement reached between 
Mexico and the United States posed serious problems 
in many areas of operation. In the beginning, our 
knowledge of methods for ironing out many of these 
problems was woefully inadequate. Now this pro- 
gram is an integral part of employment security 
operations. However, each year myriad problems 
arise which necessitate vast areas of research. This 
research program is now being budgeted each year 
on changing workload costs as reflected by experience 
during previous years. 

During the last 2 years, the Congress of the United 
States, the various State legislatures, business and 
labor groups, economists, and municipalities have 
become vitally interested in the behavior of the labor 
market and the effect of the unemployment insurance 
system upon the economy of the Nation, State, county, 
or city. Their interest has reflected a healthy curio- 
sity in many subjects. Among these subjects are the 
adequacy of benefit amounts, the method of arriving 
at unemployment insurance tax rates, the placement 
and technical services required in localities where 
population is dispersing or is increasing rapidly, take- 
home pay, commuting patterns, and a host of others 
which only in recent years have begun to besiege 
State agencies. 


Money Available to Get Answers 


In far too many instances, the answers to some of 
their questions were not readily available. For this 
reason, they were willing to make funds available to 
obtain the answers. 

As the questions are answered, new concepts of 
financing, tax structures, benefit amounts, and place- 
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ment practices are emerging. The impact of these 
concepts ultimately reaches the State agency when 
old established methods of doing business must bow 
to progress. As Herbert Hoover once said, ‘All 
progress and growth is a matter of change, but change 
must be growth within our social and government 
concepts if it should not destroy them.” 

Oddly enough, answering one question may, and 
in many cases does, raise other questions which in 
turn require minute examination of program phases. 
And administrators are never sure when they may be 
called on either by legislative action or by demands 
of management or labor to make changes in program 
emphasis or content. 

When circumstances such as these occur, program 
planning and budget estimates must be revised—some- 
times drastically. A case in point is the extension of 
coverage to employers of four or more. States affected 
by this legislation are well aware of the program and 
budget implications. 

The courts also can have influence on budgeting and 
program planning. One decision in our Texas courts 
a couple of years ago caused a complete revision of our 
entire budget and workload estimates. And the effects 


of that decision are still being felt in our budgeting and 
program planning. This decision required us to 
delete charges which had been made to the accounts 
of thousands of employers; it was necessary to recom- 
pute their tax rates for several years and to make 
refunds to them. 

But there is one thing we must remember; the budget 
is not just a guess as to what planned activities will cost. 
We have had years of planning experience in the em- 
ployment security system. If an adequate plan is pre- 
pared and a time schedule worked out, the result is 
certainly better than a guess. 

We must be ever mindful that there are pitfalls. 
There is the risk that we will make mistakes. But as 
Brooks Atkinson summed up the situation, ‘There is 
a calculated risk in everything. There has been a 
calculated risk in every stage of American develop- 
ment. The Nation was built by men who took risks— 
pioneers who were not afraid of the wilderness, busi- 
nessmen who were not afraid of failure, scientists who 
were not afraid of the truth, thinkers who were not 
afraid of progress, dreamers who were not afraid of 
action.” 


“Ground Rules’ and Formulas... 


ALLOCATION OF FUNDS TO STATE AGENCIES 


By RAYMOND L. MARGETTS 
Chief, Division of State Budgets 


Bureau of Employment Security 


HE allocation by the Bureau of Employment 

Security of administrative funds to employment 
security agencies in the 48 States, the District of 
Columbia, Hawaii, Alaska, Puerto Rico, the Virgin 
Islands and, for the first time this year, to Guam, 
has not yet become an exact science. We hold no 
illusion that it will ever be, since the very nature of 
the Federal-State association, and the resulting differ- 
ences in State laws relating to covered employers, 
proportion of covered workers, benefit formulas, ex- 
perience rating systems, hours of work, methods of 
operation, and compensation and classification plans, 
make the determination of the allocation to each 
jurisdiction out of the funds appropriated annually 
by the Congress difficult and precise only within a 
reasonable tolerance. 

Under the provisions of section 302 of the Social 
Security Act, as amended, and section 5 of the 
Wagner-Peyser Act, it is the responsibility of the 
Secretary of Labor to allocate to each jurisdiction 
the amount necessary for the proper and efficient 
administration of its employment security program. 
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This responsibility also entails the equitable distribu- 
tion of funds appropriated and available for allocation 
to the various States and Territories. ‘These responsi- 
bilities serve as a guide to the Bureau of Employment 
Security in its delegated responsibility of developing 
budgetary procedures and in its review of budgets 
and the allocation of funds for State employment 
security administration. 

In carrying out these responsibilities the Bureau has 
received welcomed and valuable advice and recom- 
mendations from the Administrative Grants Com- 
mittee of the Interstate Conference whose members 
have always worked closely with the Bureau staff on 
problems relating to appropriations for grants, State 
budgets, and other fiscal matters. 

Through the years, the budgeting method has 
undergone numerous and drastic changes in our 
efforts to perfect and simplify the system. In the 
early days of the program, we had line item budgets 
which were cumbersome, difficult to prepare, and 
which presented real problems in determining the 
amount necessary for proper and efficient adminis- 
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‘ration and in making an equitable distribution of 
he funds appropriated. With the advent of the time 
distribution system in most of the States, the line 
item budget was discarded and a system of budgets 
yased on the expected volume of operation (work- 
loads) and time factors (time required to process one 
unit of workload) was instituted using States’ experi- 
ences and fixed maximums as the basis for preparing 
and reviewing the budgets. 

While numerous changes have been made in the 
workload time factor system in the years since its 
inception in 1943, the basic principle of determining 
personnel requirement based on workloads and time 
factors is still the foundation of our current budget 
system. Our prime objectives have always been: 
First, to design a system which provides equitable 
treatment to all jurisdictions, large and small; and 
second, to keep the detail of the budgets as simple and 
understandable as possible without sacrificing infor- 
mation necessary to a proper determination of a 
State’s requirements. The latter has not been easy. 

To understand the methods used by this Bureau in 
reviewing State budgets and making the final deter- 
mination of the amounts to be approved for each State 
agency, it is necessary to understand the Federal 
system which controls the amount which is made 
available to the Bureau as an appropriation and 
from which grants are made to the States. The 
Bureau first prepares its estimates of the amount 
necessary for proper and efficient administration of 
the State employment security agencies. This budget 
consists of national totals, and is prepared in con- 
formity with Federal budgetary policies and pro- 
cedures. 

In addition to the basic funds requested, this budget 
includes a “‘contingency fund’? (see separate article 
on this subject on p. 21) which has been allowed in 
differing amounts by Congress since fiscal year 1950 
to meet unforeseen increases in State agency costs 
resulting from changes in State laws and compensa- 
tion plans and from increases in the claims workloads, 
which cannot be absorbed through normal budget 
adjustments. 


Reviewed by Bureau of the Budget 


This budget is then sent to the Bureau of the Budget 
where it is reviewed in the light of past experience, 
the expected status of the national economy during the 
budget year and, in recent years, a ceiling determined 
for all Federal appropriations as a control on Federal 
expenditures. The amount approved by the Bureau 
of the Budget after discussions with staff of the Office 
of the Secretary and the Bureau is controlling and 
that amount goes into the President’s budget with all 
other Federal requests for appropriations and _ is 
presented to Congress in January preceding the be- 
ginning of each fiscal year. The appropriation is 
considered by both Houses of Congress and finally, 
prior to July 1 or shortly thereafter, is approved, 
usually in an amount lower than that requested i in the 
President’s budget. 
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Instructions for preparing individual State budgets 
are sent to the agencies as soon as possible after 
September 1 preceding the beginning of the budget 
year and the completed budgets are due in the re- 
gional offices and in Washington by the following 
February 1. While budget instructions are explicit 
with respect to the format in which to be submitted, 
there is no compulsion on a State agency with respect 
to the amounts which may be requested or the content 
of the budget. 


Economic Assumptions Sent to States 


About the time the budget instructions are pro- 
vided, the Bureau issues to the State agencies a 
statement of economic assumptions on the expected 
status of the national economy during the coming 
fiscal year. This statement is designed to provide 
a common background in determining program goals 
and as a guide to the State agencies in estimating 
their budget workloads for the various programs 
administered. 

After this Bureau has been advised of the total 
amount which will be requested of Congress in the 
President’s budget for the administration of the State 
employment security agencies (usually in November 
or December preceding the beginning of the budget 
period), an adjusted national budget is prepared in 
that amount. This budget reflects workloads, time 
factors, and all other essentials contained in an indi- 
vidual State agency budget. The detailed program 
allowances in this overall budget are arrived at after 
full consideration by the Bureau’s executive, program, 
and fiscal staffs. The allowances so determined for 
each program become ceilings and set the pattern 
for our subsequent review of State agency budgets 
and the determination of tentatively approved bud- 
gets. 

The regional offices are advised of these budget 
limitations and other measures to be applied in re- 
viewing and approving these budgets through what 
are commonly called ‘‘ground rules.” Actually the 
ground rules are issued as a memorandum to the 
regional offices for the purpose of (1) explaining the 
maximum allocation for the various budget items 
which the Bureau’s national office will apply in its 
review of the State agency budgets and related 
regional office recommendations and the specific 
basis or formula to be used in determining such 
maximum allowances; and (2) providing guides to 
the regional office staff for use in their review of the 
State agency’s budget. The ground rules are pro- 
vided as guides and some essential deviations are 
allowed if complete and adequate explanation is 
presented. 

The ground rules are an important factor in the 
budget process because they represent the controls 
which must be exercised by the Bureau so that the 
total of the State agency preliminary budgets, plus 
the amount set aside for postage and other required 
reserves, may approximate the basic funds in the 
President’s budget since the total of such basic funds 
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represents generally the maximum that will be 
appropriated. We tie into the President’s budget 
rather than wait for the final appropriation because 
tentative budget estimates are determined and 
provided the States in May in order that they may 
have some indication of the amount to be provided 
and start planning their operations for the coming 
fiscal year. 


What Makes Up “Ground Rules’? 


The following items for fiscal year 1958 are illustra- 
tive of the content of the “‘ground rules.” 

A. Data were presented for applying the guide for 
measuring the fiscal function based on the relationship 
of the total approved number of agency positions to a 
predetermined number of hours per employee with the 
latter number being varied according to size of State. 
Several of the staff functions were measured by similar 
guides. 

B. Since the employment service workloads in the 
President’s budget approximated the total of the States’ 
actual workloads for the 12-month period ended No- 
vember 30, 1956, and since no subsequent experience 
was available at the time the ground rules were written, 
each State agency’s annual experienced workloads 
through that date became its ceiling for the fiscal year 
1958. Some exceptions were indicated, based on the 
showing of unusual progress not reflected in the guide 
workloads and specific plans for a continuation of such 
progress. 

C. The President’s budget included time factors suf- 
ficiently high to allow full criterion time factors for all 
but four unemployment insurance measurable func- 
tions. Since the time factors for the four excepted 
functions allocated in the State agency budgets for 
fiscal year 1957 were approximately the national 
time factor in the President’s budget, each agency 
was limited to the time factors approved for it in 
the fiscal year 1957 budget. 

D. The salary rate used to convert the total number 
of positions budgeted to dollars was determined on the 
basis of a formula which has been developed by the 
Bureau from States experience for a 5-year period. 
This formula was developed to eliminate inequities 
resulting from the use of actual salary rates without 
adjusting for differences in the number of positions or 
the manner in which subsequent salary increments 
were to be paid. Basically, the formula adjusts a re- 
cent actual salary rate (May 1957 rates used for the 
1958 budget) reported by each State to the number 
of positions approved in the budget. This was done 
by increasing or decreasing inversely that salary rate 
by three-tenths of the percentage difference between 
the equivalent positions on the payroll in May 1957 
and the number approved in the budget. The ad- 
justed salary rate determined in this manner was then 
increased by a percentage based on each State’s ex- 
perience to allow for salary increments to be paid dur- 
ing the fiscal year 1958. The resultant amount be- 
came the average annual salary rate used in the State’s 
budget. 
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After the budget review has been completed, a ten 
tative budget amount is determined for each State anc 
budget documents reflecting this determination and ¢ 
memorandum outlining the detailed adjustments mad¢ 
to the State’s budget are sent to the regional office fo: 
transmission to the States. 

As indicated above, this is usually in May preceding 
the beginning of the fiscal year. However, since the 
President’s budget is usually reduced by the Congress, 
the tentative State budgets must also be reduced to 
come within the total of the funds appropriated. This 
is done by applying an overall reduction to each State’s 
tentatively approved budget total. Since it is recog- 
nized that large States can more readily absorb reduc- 
tions than can small States, this result is achieved by 
exempting from the reduction a fixed amount for each 
State agency and applying a uniform percentage re- 
duction to the balance. The exemption allowed each 
State agency is the agency’s cost of 100 positions. The 
uniform percentage used to determine each State’s 
horizontal reduction is set sufficiently high to produce 
in total the amount of the required reduction from the 
total of the States’ tentatively approved budgets to 
the total basic funds appropriated by Congress. 

Requests for funds from the contingency fund, men- 
tioned above, are made by the States whenever such 
funds are necessary and justified to meet increased 
costs arising from (1) statewide salary increases; (2) 
changes in State laws, such as an increase in travel 
allowances or expanded coverage of employees under 
a State’s unemployment compensation law; and (3) 
increases in the benefit claims workload over the 
number approved in a State’s budget. 

Supplemental budgets are submitted by the States 
for salary increases and changes in State law. ‘These 
supplemental budgets must be prepared, to the extent 
possible, on the same basis as the initial fiscal year 
budgets and must contain complete and detailed 
justification of the additional amount requested, in- 
cluding citations from the appropriate State laws or 
regulations. 


A Special Form for Earnings 


Workload contingency funds are determined and 
granted on the basis of a State’s actual accomplish- 
ment during each quarter. A special form has been 
designed to be used by the States in advising the 
Bureau after the close of each quarter of any earnings 
from this source. This form also contains space for 
a certification by the State agency administrator, 
indicating that portion of the total earnings which 
represents the added cost to the agency resulting from 
the increased claims workload. Each quarter’s earn- 
ings are considered independently so that earnings in 
one quarter may not be offset by other quarters in the 
fiscal year when workloads accomplished do not equa! 
the number approved in the budget. 

While there is no automatic recovery of budgeted 
funds, if a State agency accomplishes less than the 


(Continued on page 28) 
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Utah agency top staff weighs economic assumptions. Seated are, left to right: Curtis P. Harding, administrator; Richard J. Arnold, 
ayer, director, employment service; Edgar B 


statistician; Paul R. Davis, field supervisor; Joseph S. M 





Barton, fiscal officer; 


Fred F. Dreman, legal counsel; Farrald D. Christensen, chief of benefits; Theodore R. Maughan, field supervisor; Harold W. 
Olsen, chief of contributions; Sherrill W. Neville, chief statistician; Lee G. Burns, director, unemployment insurance; and Gerald 


C. Stromberg, time and cost analyst. 


Utah's Correlative Budget Request Procedure 


By CURTIS P. HARDING 


Administrator 


Utah Department of Employment Security 


UDGET time is here again! One of the prime 

functions of employment security agencies seems 
to be budget preparation. Fashions change over the 
years and last year the Utah Agency decided to change 
its methods and rely more on the statistics available 
in the State Administrative Office. 

The Bureau and the States have tried many budget- 
ing systems. In the early days when the program was 
young and the job was smaller, the budget request, 
review, and allotment consisted mainly of exchange 
of opinion among a few persons. Then workload 
concepts were adopted and we still use them. About 
10 years ago local offices were brought into the picture 
in a big way and some of us still remember the Form 
“A” required for each local office and its myriad of 
figures. 

All this past trial and error has been salutary in its 
way, but we keep hearing that the employment secu- 
rity program has reached maturity. Last year the 
Utah staff felt there was enough maturity in the avail- 
able statistical relationships to prepare the budget a 
little more efficiently. 

Prior to receipt of the economic assumptions from 
the national office, the Reports and Analysis Section 
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was assigned the task of grinding out some relation- 
ships between historical data. The statisticians dis- 
covered strong relationships or what they called a 
“high degree of correlation’? between employment, 
unemployment, and the various workload items. 

After all, up to 20 years of monthly and weekly 
data were in the files to support the statisticians in 
their contention that, if they were given a set of 
assumptions about the level of covered employment 
and the rate of unemployment, they could derive 
nearly all the various statewide workload items within 
a5 to 10 percent error. ‘They could point to historic 
data and show the limits above or below which nearly 
all workload would range, depending on such measures 
of economic conditions. 

For example, it was determined that the ratio of 
number of nonagricultural placements to covered 
employment was reliable within a range of plus or 
minus 3.6 percent (three standard deviations), when 
adjusted by the insured unemployment rate. Accord- 
ing to the statisticians, this means that given a set 
employment level and unemployment rate you could 
expect such a result 99 times out of 100. 

Accordingly, a meeting of key personnel was held 
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the year ending December 1, 1951. 


to discuss the budget preparation proposal (see 
picture on page 13). 

Explanatory material analyzed at this meeting 
included a brief statement describing the method as 
follows: 


Summary of Correlative Budget Procedure as of June 1956 


This draft is a brief description of a possible method for pro- 
viding the annual Agency budget to Washington. Under the 
proposed plan, the basic assumption is that the various workload 
items bear strong relationships to each other and to employment 
and unemployment. 


The budget plan would work as follows: At a meeting devised 
specifically for initiating the Agency budget, two items would 
be set: (1) covered employment, and (2) the Insured Unem- 
ployment Ratio. To illustrate the method, let us use assump- 
tions the same as those finally arrived at for requesting the 
budget for fiscal year 1957, covered employment was estimated 
at 160,000 and the IUR was 2.7 percent. From here the indi- 
vidual workload items could be worked out by mechanics set 
forth in this section. 


The accompanying chart shows the main relationships 
found to exist between the data. Table II shows the various 
items, the bases they were connected to, and the corrective 
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July 15, 1950 and the ''Low" pattern represents a weekly rate averaging 1.9 percent attained during 


factor, if any, to which they were adjusted, along with their 
average relationship and reasonable limits of variation from 
that relationship in terms of standard deviations or standard 
errors. 


Each of the workload items was computed in a similar 
manner, both for the average relationship and for a reasonable 
limit of variation set at the mean plus or minus two standard 
errors. 


Variance between individual items is sometimes rather large 
but in terms of positions the variance is rather small between 
the budget based on the mean relationship, the one adding or 
subtracting two standard errors, and the budget actually sub- 
mitted. The actual budget request as submitted for Fiscal ’57 
totaled 161.6 positions. The request based on the proposed 
method was 159.0 positions using the mean relationship for all 
items, and 168.2 positions using the mean plus 2 Standard 
Errors. 


As a result of this exploratory meeting, it was 
decided to accept the proposed method because it 
would save a great deal of staff time in the local offices 
in preparing individual Forms 178. Although Utah 
operates a management control program and data 
similar to the ES-178 is prepared once each year by 
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local offices, the timing is such that the preparation 
of budget workload estimates for 2 years in the future 
was an extra job for the managers. It was also recog- 
nized that office managers were usually neither trained 
economists nor statisticians. 

In lieu of Forms ES—178, local offices were requested 
to supply narrative material about economic condi- 
tions in their areas which might affect future workload. 

By the time these decisions had been reached and 
additional groundwork had been done on employment 
trends and the insured unemployment relationships, 
the national economic assumptions had been received. 
The stage was set to let the staff arrive at the two key 
figures. 

Part of the material assembled for guide lines for 
the second meeting consisted of: (1) tables showing 
relationship of State unemployment rates to national 
rates; and (2) charts and tables showing high, low, 
and medium ranges of the Utah unemployment rates 
based on past history. The insured unemployment 
ratio was selected as the primary indicator of economic 
conditions and its selection worked out better than 
expected. There was fairly rapid and consistent 
agreement by the staff on setting the unemployment 
rate at 2.1 percent, which represented extremely 
favorable economic conditions. 

The difficulties came in attempting to reconcile the 
divergent views about the future of covered employ- 
ment. In retrospect, it appears now that the difficulty 
lay not so much with the method or guide lines, but 
with the State’s economy which was in a transitional, 
fluctuating period of growth and expected boom. 
Needless to say, discussions were lively and the opti- 
mists overruled the pessimists and a high figure of 
195,000 covered employment was set for fiscal 1958. 
Notes were taken, industry by industry, for later use 
together with local office comments for preparation 
of the required economic assumptions. 


Regional Office Asked to Review Assumptions 


After this meeting, a letter to the regional office was 
prepared requesting their early review of the economic 
assumptions. This letter was dated 1 month after the 
national assumptions were received and 1 month be- 
fore the due date of the budget itself. The request 
to the regional office pointed out that the early review 
was needed because of the important part the assump- 
tions played in our new method of budget preparation. 
The regional office replied promptly, finding that our 
assumptions were “highly optimistic.” ‘They found 
no fault with the proposed insured unemployment 
ratio but questioned the employment trends for con- 
struction and manufacturing. Instead of revising the 
employment figures, the Agency decided to let the 
budget go on the original assumption, but additional 
material was prepared defending our construction 
and manufacturing estimates. 

Meanwhile, a mechanically computed basic budget 
was prepared showing the detailed workload figures 
based on the mean relationships and the mean plus 
and minus two standard errors. This was similar to 
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the test run on fiscal year 1957 data which was used 
in the first meeting. Time and cost analysis per- 
mitted conversion of the workload estimates to equiv- 
alent positions for a point of reference. 

In the third and final meeting, the administrative 
staff discussed the estimates item by item and com- 
pensated for procedure changes, program, etc. The 
adjustments were made easier by provision of the range 
of estimates between the one set by the mean relation- 
ship and the mean plus two standard errors, or minus 
two standard errors. Again notes were taken during 
discussion for later use in writing up the final narrative 
or item justifications. 

The entire staff of key personnel was not required 
at this third meeting because interested personnel 
could be called on as specific detailed workload items 
were discussed. 

After this meeting the workload was considered final 
and was processed into the budget request. 


Expect More Reliable Estimates for 1959 


The Agency has made some changes in the relation- 
ships and methods since first used in submittal of the 
budget for fiscal 1958. We believe that we can 
establish all the relationships on a more reliable basis 
for preparation of the budget for fiscal 1959. By more 
reliable basis, we mean we can produce workload 
estimates from past experience and administrative 
adjustment which would not vary more than 5 percent 
from actual workloads accomplished, provided the 
assumed economic conditions of employment level 
and unemployment rate were attained. This also 
means that information about program changes, 
major budgetary changes, and ‘‘acts of God” were 
known far enough in advance to make the necessary 
adjustments prior to submittal. 

An interesting sidelight is the final result of regional 
office review and Bureau action which based grants 
for fiscal 1958 on an TUR of 2.3 percent instead of 2.1 
percent requested and on covered employment levels 
of 170,000 instead of 195,000 requested. The basic 
workload relationships requested were not changed. 

Economic conditions so far in fiscal 1958 for the 
3-month period July-September 1957 indicate an 
IUR ranging from 1.9 percent to 2.4 and covered 
employment levels within 1 percent of the 170,000 
average granted. 

We also recognize that the foregoing description is 
an oversimplified version of what actually took place. 
It makes no comment about the unit time features or 
functions measurable in hours, or the entire gamut of 
administrative staff and technical personal services, 
or the very big burden of making estimates with local 
office participation of nonpersonal expense. Nor does 
it mention budgeting for UCFE, UCV, and special 
projects or programs, or the hours spent with the 
regional office in review, or the problems of how per- 
sonnel and other needs are reconciled with probable 
money limitations after all steps are taken. 

Suffice it to say that the State is still looking for 
shortcuts in the budget preparation process. 
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‘THE Employment Security Administrative Financ- 
ing Act of 1954 (Reed Act) amended Title [X of 
the Social Security Act to provide that any excess of 
taxes collected under the Federal Unemployment Tax 
Act over the Federal and State costs of administering 
the employment security program would be used to 
build up and maintain a Federal Unemployment 
Account reserve of $200 million to be used as a loan 
fund from which State employment security agencies 
can borrow when their funds for paying unemploy- 
ment insurance benefits near exhaustion. Any bal- 
ance over the amount necessary to maintain that 
reserve at $200 million is distributed to the States’ 
accounts in the Federal Unemployment Trust Fund 
and may be used to pay benefits or, under specified 
conditions, may be appropriated by any State legisla- 
ture for administration of the State’s employment 
security program. 

The excess of tax collections over employment 
security administration costs in fiscal year 1956 was 
more than sufficient to bring the balance in the Fed- 
eral Unemployment Account reserve up to $200 
million. A balance of $33,376,000 was distributed to 
the States and credited to their Trust Fund Accounts 
as of July 1, 1956. On July 1, 1957, an additional 
$71,195,000 was distributed to the States’ accounts. 

From this additional source of funds, the legislatures 
in 15 States have appropriated additional moneys for 
the administration of their employment security pro- 
grams. Following is a list of the States and purposes 
for which the funds were appropriated. 


[In thousands] 
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Operations Under the Reed Act 


Most of the States listed have appropriated the funds 
for the purpose of building construction or buying 
buildings to house either the employment security 
State office or local offices. A probable incentive for 
the use of Title IX distributed funds for this purpose 
is that such funds spent to purchase buildings may be 
reimbursed as annual rentals from funds granted a 
State from the Federal appropriation for employment 
security administration. This is the only use of Reed 
Act funds for which reimbursement from granted 
funds may be made. 

States desiring reimbursement for such purchases 
must enter into a rental-purchase arrangement with 
the Bureau similar to that entered into when funds 
borrowed from other sources for building purposes 
are to be repaid by annual payments out of granted 
funds. Under a rental-purchase arrangement, the 
cost of the building is amortized as rental over a 
specified number of years. The annual payments 
cannot exceed the rental value of suitable space 
in the same locality and the amount of space being 
purchased must conform to the Bureau’s standard with 
respect to the allowable number of square feet per 
person. When Reed Act funds are used for building 
under a rental-purchase arrangement, the annual 
rentals made available out of granted funds must be 
returned to the States Trust Fund account. 

Five States have appropriated funds for other than 
building purposes. These purposes include such items 
as (1) the expansion of the agency’s community em- 
ployment program, (2) furnishings for buildings being 
purchased, (3) augmenting the regular funds granted 
for administration by the Bureau of Employment 
Security, (4) improving and expanding programs 
and (5) additional employee training. 

Some of the amounts appropriated by the States 
exceeded the amount actually available to the State 
at the time they were appropriated. The excess 
amounts were appropriated, however, in anticipation 
of credits to their accounts in subsequent fiscal years. 
As of August 31, 1957, only five States have reported 
actual expenditures against these appropriations. 

The Bureau of Employment Security has the 
responsibility for determining that Reed Act funds 
appropriated for administration are spent in com- 
pliance with provisions of Title IX of the Social 
Security Act, as amended. To accomplish this, the 
Bureau reviews proposed appropriation bills for the 
States and recommends any changes necessary to 
meet the requirements of the Federal Act. In 
addition, all States are required to maintain detailed 
accounts of the receipt and expenditure of Reed Act 
funds. These accounts are audited annually by the 
Bureau audit staff to determine compliance with 
the several provisions of the act outlining the condi- 
tions under which they may be spent for administration. 
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Following the Recipe... 


Preparing and Submitting a State Budget 


By NEAL HADSELL 
Chief of Reports and Analysis 
Nebraska Division of Employment Security 








rHIS article is from a paper given by Mr. Hadsell at a con- 
ference of administrators and fiscal officers of the State em- 
ployment security agencies in Region VII, Kansas City, Mo. 
The agenda subject, “‘How to Prepare a State Budget,”’ covered 
two topics: One was entitled ““The Basic Ingredients and 
Their Origin” and the other, ‘““The Final Cooking.” Hence, 
the approach taken by Mr. Hadsell in the opening paragraphs. 








pes the conference agenda, it looks as if the 
program chairman was in the kitchen when he 
wrote up the subjects for this panel, for he mentions 
“basic ingredients” and ‘final cooking.” I’m glad 
to see that he made no mention of “‘half-baked”’ budg- 
ets. While we are still in the kitchen, I would like 
to give you a recipe for a State budget: 

Cut up two pounds of last year’s experience into 
workload and time charges. Blend in one cup of next 
year’s outlook. Add one well-used Part IV of the 
Manual, one crystal ball, one ounce of good luck, one 
bucket of sweat, one can of elbow grease, and stir 
rapidly for 3 weeks. Let it raise above last year’s 
budget level and then spread evenly over four reams of 
forms using two boxes of sharpened pencils with era- 
sers. Let it cook until signed by the administrator. 
Pad well before serving to Washington, for any way 
you stack it, it will be cut. While undesirable, do not 
be surprised at horizontal slicing. Serves the family 
if Congress removes only the frosting, if any, and un- 
expected guests don’t create a contingency. 

Seriously, the complicated type of program that we 
operate is no more evident than in the budgeting 
process. One look at a completed State budget shows 
the detail necessary to justify operation of a full em- 
ployment security program, and even then we hit 
only the high spots. 

How many of you have ever actually counted the 
number of categories that go to make up a State 
budget? Nonpersonal services, for instance, include 
22 general categories, from supplies right down 
through the group of miscellaneous items. 

For personal services there are three means of esti- 
inating costs. First, there are 18 operations that have 
been standardized to the extent that they can be 
ineasured by workload and unit times. Five of these 
are employment service functions, ten are claims tak- 
ing and benefit functions, and three are tax functions. 
The second group, those that bear a direct relation- 
ship to other functions (in most instances the work- 
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load functions mentioned above), has seven categories. 
The third group, which is budgeted strictly in terms 
of hours needed to accomplish a specific job, includes 
estimates for 24 categories. 

This list takes no recognition of special studies, 
special programs, and the additional estimates for 
criteria computations and composite unit times that 
would add substantially to the number of items 
mentioned above. 

Where do these items come from? Budgeting, in 
the broad sense, is on a local area basis. Irrespective 
of the administrative level at which the estimating is 
done, it is essentially a translation of the happenings 
in the local community into activities in our program, 
either direct or indirect. Ideally then, budget data 
should flow from the local level to the State level for 
consolidation into a State picture, to Washington for 
consolidation into a national picture, and then to 
Congress for action. 


Timing Is a Problem 


There are, of course, reasons for labeling this de- 
scription as oversimplification of the process. Prob- 
ably one of the first reasons to -be mentioned is the 
problem of timing. It goes without saying that the 
shorter the lapse of time between the time of estimat- 
ing and the point of reference, the better it is. In 
practice the time necessary for Budget Bureau clear- 
ance and congressional action creates an immediate 
problem, to say nothing of administrative lag at the 
State and Federal level. 

It next becomes a question of “How do you get 
reasonably accurate estimates on a local area basis far 
enough in advance to allow State consolidation and 
still meet the deadline set for submittal of budget esti- 
mates for the 12 months beginning the following July?” 
We in Nebraska have come to the conclusion that you 
don’t. Asa result, the process is given a reverse twist 
in our State, much as is done nationally. The original 
budget request is prepared on a statewide basis. Local 
area data come in at a later date, generally in June, 
at which time they are reviewed in light of existing 
conditions and the State budget situation. They form 
the basis for approved workload estimates upon which 
local office plans of action are written. At the same 
time, they compositely form at least a partial -basis for 
determination of local office staffing. 

Thus, while the original budget request is not a sum- 
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mation of local office workload estimates, local area 
data are not excluded from the statewide estimates. 
Local office managers submit pertinent comments on 
expected economic changes as well as reasons for ex- 
pecting substantial changes in workload because of 
operational changes. These then form background 
material for preparation of the statewide estimates. 

One problem inherent in all budget estimating is the 
translation of economic data into workload data. Put 
five persons into a given economic situation and ask 
them to make workload estimates. Unless you give 
them suitable guides you will get back five different 
sets of figures which may have only passing resem- 
blance. This becomes of real concern in local area 
estimating because of the number of estimates in- 
volved. This difficulty is multiplied by the fact that 
allowance must be made for the overly conservative, 
the overly optimistic, the overly pessimistic, those who 
are unduly influenced by some recent unusual happen- 
ing, those who emphasize or underplay a particular 
program, etc. 

This is not to say that those at the State level have 
any monopoly on accurate estimating. But the State 
office does have the opportunity to compare offices, 
which is of assistance in pointing out the unusual. The 
State office can also call on program specialists to point 
out deficiencies and strong points in particular pro- 
grams. 

Now what help can be given? Economic assump- 
tions, if sufficiently detailed and related to the State’s 
major industries, will be of general assistance by show- 
ing a basic composite economic picture and a corre- 
sponding unemployment rate to use as a backdrop for 
local estimates. Specific industry trends tend to stand- 
ardize thinking and are useful if no local area outlook 
data are available. Trends in turnover rates are im- 
portant because of effects on such items as placements, 
counseling, and claims. 

Operating ratios showing relationships of items are 
important to maintain a balanced and realistic set of 
estimates. These can be shown for past experience on 
an individual local office basis with a carryover of 
proper ratios to the estimates. And, of course, last but 
not least is the furnishing of past experience for a com- 
parable period. Here again, it is important to have 
the two periods as close together as possible to mini- 
mize the effect of changes in economic conditions and 
to take full advantage of progressive program changes. 
While there probably is no substitute for data on past 
experience, the proper use of such data is certainly es- 
sential. It is all too easy to say, on seeing a single 
figure representing last year’s experience or even two 
6 months’ figures, next year will be about the same 
and put down experience rounded to the next highest 
hundred. 

Analysis of experience is essential. Monthly, or in 
some cases weekly data, may need to be studied to 
determine longer-range trends in the activity and to 
make allowance for unusual situations that are all 
too easy to forget if they happened several months 
back. Above all, a look at the trends of the actual 
figures is necessary for it is often the case that pre- 
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conceived notions about an activity are not borne out 
at all by the facts. 

This comment on past experience leads to another 
observation. The business of budget preparation is 
not accomplished solely within the space of some 2 or 
3 weeks in advance of the due date. It is a 12-month 
job that needs continual attention. Nothing is more 
disconcerting in the rush of work on the budget than 
to find unexpectedly, for example, that experience 
shows more monetary determinations than new claims 
or that the GENERAL APTITUDE TEsT BATTERY tests 
nearly equal initial counseling interviews. The ac- 
companying time spent in finding out why is also 
often a strain. 

There is no substitution for a tight control on work- 
load developments throughout the year so that a 
standard pattern or the reasons for deviation there- 
from are known. This not only assures availability 
of the necessary facts when budget time rolls around 
but it also insures a well-rounded program that will 
meet a minimum of difficulties in passing the scrutiny 
of regional and national office people during budget 
reviews. 

My comments so far have been aimed primarily at 
workload. This, of course, is only part of the story 
on basic budget data. ~ Time factors are also of im- 
portance. Here the budget process comes closest to 
recognizing the quality operation. While not insuring 
quality, adequate time spent on an activity is certainly 
one necessity for quality performance. 


We Aim at a Simpler Process 


With criteria unit times established for most benefit 
items and standard unit times for most employment 
service items, we have taken a step forward in simpli- 
fying the budget preparation process. No longer is it 
necessary to haggle over concepts of adequate time to 
do an operation. In general, the fixed times seem to 
be adequate. I think, however, that care needs to be 
taken to make certain that they are adjusted currently 
in line with developments in the operating program 
and that all types of operating situations are ade- 
quately represented in arriving at the final unit time. 
Of particular importance in our own region is ade- 
quate representation of small offices where a given 
operation may be done on an intermittent basis. 

Apart from unit times, which are more or less fixed, 
a careful control of the indirect percentages and lump 
sum items, where more latitude in budgeting is given, 
is of particular importance on a continuing basis. 
One slip in the charging of time to any of these activi- 
ties may mean a continuing impairment of the activity 
involved, with the current rigid tie to past experience 
or allocation. 

Collection of basic budget data is a long, tedious, 
and time-consuming process. The process has its 
shortcomings, its rough spots, and its inequities, but 
in its defense we need to remember that it is a means 
to an end, not an end in itself. Ifthe process generally 
serves its purpose of providing adequate administra- 
tive funds, perhaps we shouldn’t insist on perfection. 
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During model change layoffs in Detroit, lines of this type can be seen in front of all Detroit branch (local) offices. 
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The Contingency Fund 


By JAMES R. SAGEL 


Director of Operations 


Michigan Employment Security Commission 


|, igs hours are spent each year in preparing 

preliminary budget estimates, final budget esti- 
mates, revised budget estimates, and finally, the 
States and Territories are informed by their various 
regional offices of their approved budget for any given 
fiscal year. Most budget items, once agreed upon 
and fixed for a fiscal year, remain fixed and the work- 
load items are usually within the control of the agency. 
For example, the various agencies can determine and 
predict rather accurately the number of field audits, 
counseling interviews, and testings of applicants that 
they will perform in a fiscal year. 

However, there are many workload items over 
which the agency has no control. These fall mainly 
in the area of the unemployment compensation 
program dealing with claims. The Bureau of Em- 
ployment Security, together with the Budget Bureau, 
developed a formula under which States could receive 
additional funds when the following workload items 
exceed the basic budget: all claims taking, both initial 
and continued—intrastate and interstate; monetary 
determinations; nonmonetary determinations; benefit 
payments; benefit appeals; liable State claims pro- 
cessing, initial and continued; and a portion of the 
experience rating and the services to applicants and 
claimants. 

Webster defines contingency as a state of being 
contingent. He further defines contingent as (1) 
liable, but not certain, to occur; possible; (2) coming 
lrom or subject to unforeseen conditions; change; 
(5) dependent on something that may or may not 
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occur. It is obvious why the term was applied to the 
special fund upon which we draw in emergencies: it 
is the source for monies to cover workload not planned 
for or not expected. I shall explain this. 

Soon after the present time, cost, and workload 
budget was inaugurated, it became obvious that some 
means of taking the gamble out of the budget process 
was necessary. The current Federal appropriation 
act which provides for the contingency funds contains 
this language: ‘‘Grants to States for unemployment 
compensation and employment service administration: 
* * * $259,814,000 of which $10 million shall be 
available only to the extent necessary to meet in- 
creased costs of administration resulting from changes 
in a State law or increases in the numbers of claims 
filed and claims paid or increased salary costs resulting 
from changes in State salary compensation plans 
embracing employees of the State generally over those 
upon which the State’s basic grant (or the allocation 
for the District of Columbia) was based, which in- 
creased costs of administration cannot be provided for 
by normal budgetary adjustments.” 

In Michigan, our contingency workload items fluc- 
tuate in the main with the change in employment in 
our major manufactured product—automobiles. The 
economy of Michigan follows the automobile industry 
like a shadow. With the uncertainty of the yearly 
changes in our automobile production, it is impossible 
to forecast workloads as far in advance as the present 
budget process requires. Thus, all concerned wel- 
comed the contingency fund principle in budgeting. 
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In September 1955, when we submitted our 1957 
budget request, the economic outlook for the State 
and the automobile industry was very favorable and 
we estimated an average weekly claims-taking load of 
72,800. As 1955 drifted into 1956, rather serious 
economic changes were occurring in the Nation as a 
whole as well as in Michigan so that on June 8, 1956, 
prior to the final budget allowances for fiscal year 
1957, we submitted to our regional office revised 
claims estimates for a weekly average of 110,900. 
As things developed, considerable changes occurred 
in the Michigan economy and our claims increased 
at the start of the new fiscal year to an average of 
111,835 (in the week ending July 5, 1956). This load 
continued to increase week by week until it reached a 
peak of 168,594 claims for ehe week ending September 
13, 1956. 

With the contingency fund, we were able to add 
personnel as we needed them in the branch (local) 
offices as well as the State office for the first quarter 
of fiscal year 1957. 

Without the contingency fund principle, it would 
have been necessary to process supplemental budgets 
involving work load ‘“‘guestimates,” submit lengthy 
justifications, and hold numerous conferences with 
our regional office. If early approval were not re- 
ceived for the supplemental requests, it would be 
necessary to gamble that monies would finally be 
approved, so that personnel could be hired in time 
to take care of the increasing workloads. In years 
past, without the contingency fund, we gambled and 
had to wait out last-minute supplemental appropria- 
tions by Congress. 

In addition to this, we have always felt that first 
things had to be taken care of first, and at certain 
times to meet increasing UC workloads it was neces- 
sary to divert ES personnel to UC functions. This 
has not been necessary since establishment of the 
contingency fund. 
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A scene in a Detroit branch (local) 
office when the claims load was 
at a “normal” level. 


Although the contingency fund principle has taken 
much of the gamble*out of budgeting, it has not 
eliminated all the problems for States similar to 
Michigan which experience rapidly increasing and 
decreasing claims loads. 

A good example of this was the October-December 
1956 quarter. During October, our claims load was 
high enough to allow us to earn $102,778 of contin- 
gency money above the basic budget. With the rapid 
decrease in our claims load during November and 
December, our load for the entire quarter averaged 
only 81,255 claims as compared to our basic budget 
of 74,400 claims. 


Due to the change in the makeup of the claims 
load and other contingency items, the 81,255 claims 
provided fewer positions than the basic budget 
allowance of 74,400 claims. With the claims load on 
the decline, we attempted to keep our staff in line 
with our workload. This was indicated by the fact 
that on October 13 we had 2,417 employees on the 
payroll, on October 27 we had 2,378, and on Novem- 
ber 10, we had 2,298. 

Most operations personnel complain, from time to 
time, about the numerous reports that are required, 
but we here in Michigan are always pleased to com- 
plete and forward to the Bureau Form ES 116, which 
is entitled ‘Workload Contingency Computation and 
Certification.”” This report, when we exceed our 
workload, automatically serves as a request to the 
Bureau for additional funds in the amount that we 
expended for our increased workloads. This report 
is submitted at the end of each quarter during the 
fiscal year. 

No discussion concerning the contingency fund 
principle would be complete without discussing our 
Flint local office. Flint is the home of General 
Motors’ Buick and Chevrolet automobiles. The Flint 
office usually has a basic staff of 50 to 60 persons. 
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The same office as shown on opposite 
page after an automobile model 
change layoff. 


During the recent model change period, when there 
were heavy layoffs, the office added 55 temporary 
workers for the anticipated 22,000 weekly claims load. 
The claims load for the week prior to the model 
change layoffs was approximately 5,000. 

One can clearly see that it would be almost im- 
possible to operate a full-functioning office without 
the assurance of additional funds for this type of situ- 
ation. During this heavy claims period, it was not 
necessary to divert Employment Service personnel to 
claims activities. All claimants were paid their un- 
employment checks when due and the temporary 
staff was laid off just as soon as the claims load de- 
clined appreciably. This seems to us to be the only 
feasible method of operating during these changing 
conditions. 

If we were to comment unfavorably at all upon the 
contingency fund principle, it would be on the fact 
that it does not always produce the money to which 
our workload entitles us. 

We mean just this: computations are made on a 
quarterly basis. At times this method of computing 
becomes a serious handicap, particularly if there are 
contingency fund earnings during 1 month of a 
quarter and a workload decrease below the basic 
budget in the other 2 months of the quarter that more 
than offset the contingency fund’s earnings in the high 
workload month. For example, let us assume a 
situation where a budget is established on the basis 
of an average of 80,000 claims per week. During 
the first month of the quarter an excessively high 
claims load is experienced, resulting in a weekly aver- 
age of 120,000 claims. If then the claims load for the 
last 2 months of the quarter drops to approximately 
60,000 claims per week, the total number of claims 
for the quarter equals the budget allowance, so no 
contingency funds are allowed for the quarter. 
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In the meantime, however, it has been necessary 
to add staff during the first month of the quarter. 
This additional staff must be paid from contingency 
fund monies, but if the workload for the entire quar- 
ter is not in excess of the approved budget, expendi- 
tures have been made on the basis of anticipated 
extra funds for the first month, which failed to 
materialize. 

The only alternative we have during the low work- 
load months in the quarter in which this unusual 
fluctuation occurs is to reduce the basic staff. This 
we would do most reluctantly because it means 
separating long-time, permanent, well-qualified, and 
trained personnel. Fortunately, in Michigan, our 
staff is well aware of the fact that within a relatively 
short period of time the claims load will again rise and 
we will be able to recall many of our former employees. 
However, this has not been true when labor market 
conditions enable our employees to find employment 
elsewhere. If we are required to reduce below a 
basic staff, the Agency is then forced to hire new per- 
sonnel and go through the very expensive and slow 
process of training claims examiners and claims 
takers. ‘To remedy this, in addition to the contin- 
gency fund, arrangements are needed so that our 
staff would never be reduced below an established 
floor. 

This example may seem exaggerated to a majority 
of the States, but where there are extreme workload 
fluctuations, such as in Michigan, it is not unusual! to 
have such wide fluctuations within a given quarter. 

In summary, despite its several drawbacks, we 
believe the contingency fund plays a vital role in 
maintaining the efficiency of our operations and in 
serving the public well. Speaking for a State which 
has such a dynamic and volatile economy, we would 
not want to operate without it. 
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Budgeting for a = - Ufear pan 


By JOSEPH J. GIBBONS 


Executive Director 


Connecticut Employment Security Division 


N PRINCIPLE, the Connecticut Employment 

Security Division budgetary process is much the 
same as that of any other State chartered with a 
similar organizational structure and mission—that is, 
an agency of a line Department operating noninte- 
grated unemployment insurance and employment 
service programs without disability insurance. 

In Connecticut, budgeting means forecasting a 
probable workload for a predetermined period, 
applying variable unit times for prescribed functional 
processes to the respective workloads, and converting 
the resultant hours to a request for a certain amount 
of funds to hire people and facilities to accomplish 
the processes. Experts accumulate pertinent data 
and substantiation for each step by analyzing experi- 
ence and predicting appropriate aspects of the future 
from it. For each conclusion they expound, their 
operational or regional counterparts present a con- 
trasting and sometimes contrary point of view. 
Horizontal reductions become great levelers, when 
those within whose province it is, decide that 
approval of the request as submitted simply would 
not befit the national economy. 


Legislature Meets Every 2 Years 


A budgetary problem arises in Connecticut due to 
the convening of the State Legislature every other 
year—which in turn requires the agency to file a 
2-year estimate of expenditure requirements. ‘This 
estimate constitutes a program budget, in essence, 
and is largely in line item detail. The agency is 
also limited as to any expenditure by Federal ap- 
proval and appropriation, or by the State budget, 
whichever is the more restrictive. No appropriation 
is made for this agency by the State. Much of the 
material required by the State budget officials is 
recast and used for the two single-year concurrent 
Federal budgets, particularly the major assumptions 
as to the level of State economic and employment 
activity. 

Fortunately, activities based on the State prognos- 
tications are subject to expansion or contraction as 
conditions materialize. Whether it be for the State 
or the Federal budget, however, the agency must 
constantly think in advance and adjust to the present. 
The maximum value of economic assumptions is 
derived for Connecticut, then, when they extend 
beyond the factual level and touch the long-range, 
for, even though the adaptation is local, itstill 
covers a 3-year span. 
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Connecticut is almost constantly preparing a budget, 
under State and Federal auspices. The manner in 
which this activity is carried on may be of interest. 

The submittal date for the State budget for fiscal 
1958 and fiscal 1959 was September 1, 1956. With 
fiscal year 1956 hardly closed out, the expenditures, 
along with estimated expenditures for fiscal 1957 
and requests for fiscal 1958 and 1959, were set forth. 
In order to prepare the requests, assumptions as to 
the scope of the programs, including legislative edicts, 
for fiscal 1958 and 1959 had to be made in June 1956. 
They were based on economic and employment 
assumptions, which, in turn, were derived from other 
more fundamental considerations and studies regard- 
ing the presumed state of the Nation and Connecticut’s 
relative status. 

Based on Experience 


The State standard for allocating dollars is experi- 
ence, plus or minus program expansion or contraction, 
measured by values subject to negotiation. The 
latter correspond to functions in Federal budgetary 
use. During the legislative session, the budgets as 
submitted by the Governor to the Legislature are 
approved, generally in a somewhat lesser amount. 
On July 1 each agency begins operating under its 
budget for the ensuing 2 years, as adopted some 9 
months after its creation. 

The Federal budget for fiscal 1958 was to be sub- 
mitted by November 15, 1956. In April of that year, 
the agency sent in tentative estimates of selected 
data, indicating proposed needs in areas not subject 
to substantial fluctuation in economic conditions. 
National economic assumptions were received on 
September 13. Having made a commitment on the 
State level, Federal budgeting was already under way. 

The research staff, now bolstered by Federal 
assumptions, consulted the operational heads, since 
these directors are constantly aware of both the long- 
range and short-term activities of their respective 
programs. The headquarters offices are currently 
informed by local offices of propsective changes (not 
necessarily officially pronounced) and are thus in a 
particularly good position to participate in forecasting. 
The research group, with these advices, adjusts its 
conclusions on a State basis and reconverts its theories 
of economic and employment conditions to produce 
new workloads. Proposed special items are the 
subject of vigorous measurement and inclusion, al- 
though any substantial change is generally segregated 
from the basic budget and treated as a separate item. 
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Each element of the budget is subject to modification 
in the light of changes in international, military, 
ocial, or political conditions. Internally, from studies 
ff time distribution as to function, program discus- 
ion, conference material, and other sources, activities 

re emphasized or subordinated and much alteration 
nsues. 

Thus we arrive at the basic estimates of selected 
vorkload and supplemental data, State economic as- 
umptions, and estimated unemployment data on 
which the balance of the budgetary processes depends. 
Sometimes material for the State budget overlaps and 
enetrates the Federal budget, and the State budget 
is abetted by Federal information. 

From the first form forward, time studies of experi- 
ence and mathematical formulas largely prevail, as 
criteria are developed for tax and claim functions, 
applied to loads, and total hours worked out. Due 
to the nonintegrated administration system in Con- 
necticut, only perfunctory distribution of UI operating 
time is made between the State and local offices at 
this stage. The resultant time becomes attributable 
to the program rather than to local offices. Similarly 
with the Form ES-—175, although some functions are 
performed in the State office and some locally, it is 
not profitable to maintain the distribution as to 
locality until staffing patterns are developed, at which 
point the application to respective programs is of 
more concern. 

The bulk of the additional material is computations 
or justifications. The requests for nonpersonal serv- 
ices money, and for administrative and staff and tech- 
nical services costs are somewhat stable items, regu- 
lated more by experience than by general conditions. 

Shortly after its submission, the entire budget is 
reviewed by representatives of the Regional Office 
who apply the established ground rules. Representa- 
tives of administration, business management, and 
research and the operating agency heads participate, 
and more refinements of informative material are 
applied to the prospective scope and cost compre- 
hended by the budget. It is finally subjected to 
Bureau scrutiny, and by the time the Congress has 
acted on the appropriation request, the general con- 
tent has undergone considerable revision. Tentative 
allocations are usually made prior to congressional 
action on the departmental budget. 

Of course, procurement of funds with which to 
operate is One major purpose for a budget. There 
can be no proper expenditure of money unless it has 
been budgeted, procured, and authorized. Without 
the capacity to expend money, no personnel can be 
hired, no premises rented, no facilities afforded, and 
no professional work accomplished. Our budgets 
bear no immediate or direct relation to revenue, and 
the economic and employment situations are therefore 
much truer guides to the scope of our objectives. 

Many of our standards and their administration are 
influenced by the adequacy of the budget. The 
contingency provision for claims workload is some- 
What of a pressure relief valve in that it deals in 
aciualities and tends to encourage the maintenance of 
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a proper quality of performance in accordance with 
the day-to-day immediacies. 

Limitation of the program caused by disapproval 
of portions of the budget is a difficult task. Cur- 
tailments may mean reductions in force which can 
affect the heart of the program and every corner of 
the State, depending on the extent and application. 
Aside from the loss of personnel, a reduction in the 
time allowances for basic functions may make it 
necessary for personnel to perform a given series of 
work units with more alacrity than propriety admits. 


Unfortunately, a reduction in a State agency budget 
does not preclude an increase in the number of 
customers nor does it amend the law requiring that 
each be given an opportunity to register for work and 
claim unemployment benefits. Therefore the quality 
of the performance absorbs the reduction in appro- 
priation. In the main, however, the operating 
divisions adapt their work to budgetary allowances 
with a minimum of transitional disturbance. 


A budget is perhaps no more than a sine qua non 
to a program, but it is a dynamic one. At least, 
although it may be distasteful to those whom it 
restricts, it is held in due deference by those fully 
aware of its potency. It is not merely a potent fiscal 
document but a live authorization for action. 


At Press TIME 


(Continued from page 2) 


An ‘Indigent Candidate Employee Fund,”’ estab- 
lished by volunteer workers in cooperation with 
hospital authorities, encourages patients who have 
no financial resources to rehabilitate themselves. 
Through the fund, veteran-patients receive money 
awards for work they do as candidate employees in 
the hospital, to apply for jobs outside the hospital, 
or to tide them over until they receive their first pay 
check. 

One indigent patient received $28 from the fund 
for certain jobs he performed in the hospital. Through 
this experience, he was able to qualify for regular 
work in Lexington at $1.10 per hour. In the 7 weeks 
he has been at work he has earned $308, 11 times the 
amount advanced him from the fund. 


Another patient received $34 for hospital work. 
He secured daytime work in the city and returned to 
the hospital each night. In his first 3 weeks on the 
job, he earned $180 at the rate of $1.25 an hour, five 
times more than he received from the fund. 


VA officials said experience with the Lexington 
patients demonstrates that investments made by the 
community through the volunteers’ fund are returned 
to the community several fold. They said tax con- 
sumers are being transformed into tax producers and 
the community is able to profit from the skills and 
wages of rehabilitated patients. 
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Regional Office Review of 


By EDWARD LAPIC 
Unemployment Insurance and Fiscal Representative 
Region II, New York 


HE regional office review of a State employment 

security agency budget request represents only 
one focal point of a continuous process of budgetary 
evaluation and planning. 

The most fundamental aspect of the evaluation of 
the budget request is the continuous evaluation 
which has been carried out during the months pre- 
ceding the receipt of each new request. When the 
approved budget for an agency has been received, 
tables are prepared which correspond roughly to the 
budget forms and contain information on workloads, 
time factors, personnel hours, and amounts. Each 
quarter, as time distribution reports and financial 
reports are received, the pertinent data are posted to 
these tables and a narrative and summary analysis 
of experience compared with budgetary allocations is 
prepared for staff use. 

In addition to these tables, data are also compiled 
on significant workload items which are reported on 
a monthly basis, so that appropriate action can be 
taken by program representatives on a more current 
basis. Activity Indicators are also maintained cur- 
rently in this data book. This information shows how 
the State agency performed this month or this 
quarter compared with the same period last year, 
how performance compares on a cumulative basis 
with last year, and how performance compares with 
the approved budget. 

This current analysis is of great value in discussing 
the preparation of the budget request by the State 
agency, but the New York regional office has followed 
a policy of leaving it up to the State agency to make 
its own budget request, rather than making this 
process a cooperative venture. In other words, the 
budget request represents the complete agency de- 
velopment of plans and programs. We believe this 
policy avoids commitments which may not be possible 
to fulfill after further review and analysis. However, 
the current analysis undoubtedly has an effect at the 
agency level when plans are being made for expanding 
or strengthening such programs as counseling, testing, 
field audits, periodic reinterviews, labor market in- 
formation, and others. 

The first direct contact with the State agency in 
budget preparation and review is participation by 
regional office staff, along with field supervisors and 
local office managers, in the review of operating pro- 
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State Budget Requests 


grams of local offices. Although this participation is 
primarily observational, it affords an opportunity of 
strengthening local office programs which have been 
weak, according to information in the data books. 
These local office reviews occur several months before 
the State budget is submitted and regional office staff 
attend as many as time permits, with special attention 
directed to the largest offices in the State. 

As soon as budget requests are received in the re- 
gional office, one copy is routed to each program rep- 
resentative and a work copy is retained by the regional 
office staff member who carries primary responsibility 
for fiscal matters. This regional fiscal representative 
prepares the basic evaluation of the request by refer- 
ence to past experience, current trends, and current 
approved budget as contained in the various tables in 
the data books. Incidentally, the value of these data 
books has been recognized on many occasions by both 
fiscal and program representatives in the State agen- 
cies. One agency official expressed the desire to have 
a duplicate presented to him as a gift last Christmas. 

When a State agency complains that budgetary al- 
lowances are insufficient, it is disconcerting to pose 
such facts as these: 

1. Your agency used only 70 percent of the person- 
nel hours in the approved budget for direct employ- 
ment service operations last year. 

2. You used the full time factor for continued intra- 
state claims, but conducted only 75 percent of the 
periodic reinterviews provided in the criterion com- 
putation. 

3. ‘The number of complete audits was only 15 per- 
cent of the field audit load, compared with 25 percent 
in the approved budget. 

4. You planned on an expansion of your industrial 
services program, but you used only 65 percent of the 
hours provided, and your most recent quarterly experi- 
ence was no higher than it was during the first quarter 
of the year. 

5. Your placement accomplishment has been lower 
than last year for the past 7 months in a row. 

6. Your benefits overhead has shown a steady ex- 
pansion, even though your benefits workloads have 
been declining. 

7. The number of hours spent on the farm program 
have been less than 85 percent of the approved budget 
for the past 3 years. 
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Reviewing a local office budget re- 
quest are, left to right: Morton 
Rosen, testing consultant; Mrs. 
Ronia Solar, manager, Manhattan 
apparel industries office; Miss 
Ann Altman, selective placement 
consultant; Harold K. Montross, 
New York City placement director; 
Ed Webb, employment service 
regional representative; and Ed- 
ward Lapic, unemployment insur- 
ance and regional fiscal repre- 
sentative. 


The fiscal representative prepares what he considers 
a tentative regional office recommendation on the ap- 
propriate set of budget forms with supporting data in 
the form of rough penciled notes in explanation of his 
position, 

In the New York regional office, the budget recom- 
mendations are hammered out by the budget commit- 
tee, which is composed of the deputy regional director 
as moderator, the senior members of the employment 
service and unemployment insurance staffs, the farm 
placement representative, and the reports and analysis 
representative. The regional director is ex-officio 
chairman of the committee and is called upon for 
major policy decisions or to resolve basic disagree- 
ments among program representatives. The regional 
fiscal representative acts as chairman of the committee 
and represents his own program as well as the com- 
plete budgetary process. As indicated earlier, each 
program representative has had an opportunity to re- 
view the State request and make whatever analysis 
he deems desirable. 

The basic documents for consideration by the budget 
committee are the agency request, the data book 
for the State, the review procedures or ground rules 
issued by the headquarters office, and the tentative 
recommendations prepared by the fiscal representative. 

The usual first step is the consideration of adminis- 
trative, staff, and technical services which are evalu- 
ated individually in the light of the ground rules, par- 
ticularly for the field supervision, time distribution, 
fiscal, and personnel functions for which tentative 
guides have been developed. Comparisons are made 
with the experience of other States, the current ap- 
proved budget, and current and past experience for 
each function in the State. In cases of major changes, 
the agency justification is discussed and evaluated. 

When a decision has been reached, the result is 
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recorded on the appropriate budget form. The re- 
ports and analysis representative is usually requested 
to prepare written comments for the reports and 
analysis function, as well as for the current employ- 
ment statistics and cooperative labor turnover pro- 
grams, and later for labor market information. Simi- 
lar written comments are requested from the program 
representative for the farm placement program. 
These representatives are furnished information on 
the personnel hours actually spent on these programs 
compared with the approved allocations for past 
periods. 

Prior to the receipt of the State agency requests, 
the reports and analysis regional representative has 
furnished the staff with a summary of the economic 
assumptions which have been issued as the basis for 
estimating workloads. He is also requested to review 
each agency’s economic assumptions to be sure they 
are based on the same factors as the national as- 
sumptions. 

After the review of the administrative, staff, and 
technical functions, the next consideration is usually 
the employment service program. Each line item of 
local office operations is again considered and dis- 
cussed, giving due weight to past experience, the cur- 
rent approved budget, current accomplishments on 
the direct workload items, agency plans for the future 
as presented in the budget justification, and the limi- 
tations of the ground rules issued by the headquarters 
staff. 

The several workload items are also evaluated in 
terms of relationships, such as the comparison of new 
applications to initial claims, initial counseling inter- 
views to new applications, proportion of total to initia- 
tial counseling interviews, the number of GENERAL 
APTITUDE TEsT BATTERIES given to initial counseling in- 
terviews, and the distribution of nonagricultural place- 
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ments by occupational groups. These relationships 
are presented in the workload forms in the budget 
submittal, the narrative budget justification, the data 
books, and the tables on administrative statistics 
issued by the national office. 

After the review and discussion has been completed, 
the employment service program representative pre- 
pares written comments for incorporation in the 
memorandum on regional office budget recommenda- 
tions. The fiscal representative has made his nota- 
tions on the budget forms and makes the necessary 
calculations of time factors, percentages, and _ per- 
sonnel hours. 

The senior regional unemployment insurance repre- 
sentative has the primary responsibility for reviewing 
the workloads, time factors, criterion computations, 
and other unemployment insurance program require- 
ments. He decides, on the basis of past experience 
and the agency justification, what consideration should 
be given to extra legal costs in addition to criterion 
allowances. 

Since the senior UI representative in the New York 
regional office also serves as the regional fiscal repre- 
sentative, he prepares the appropriate budget form 
on workloads, time factors, and personnel hours for 
the unemployment insurance program. He takes in- 
to account past agency experience, current approved 
budget, and the various ratios which affect both 
workloads and criterion computations, such as the 
proportion of new claims and benefit rights inter- 
views to total initial claims, the proportion of periodic 
reinterviews to continued claims, ratio of nonmone- 
tary determinations to total claims, etc. 

The regional fiscal representative has the primary 
responsibility for reviewing and making recommenda- 
tions on the various categories of nonpersonal services, 
using as his guides past experience in the State, the 
current approved budget, expenditures for these pur- 
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Several members of the regional 
office Budget Committee discuss a 
problem; left to right: Michael 
Waldron, acting farm placement 
representative; Edward Lapic, un- 
employment insurance and re- 
gional fiscal representative; Frank 
Johnson, regional director; and 
Cerl Wedeking, deputy regional 
director. 


poses in other comparable States, and the limitations 
imposed by the ground-rules for the budgetary review. 
He also takes the responsibility for recommendations 
on building maintenance, compensable leave, and 
average annual salary. His final responsibility is to 
assemble the recommendations and comments of all 
program representatives and to prepare the memo- 
randum of recommendations to the national office 
with the appropriate budget forms and a copy of the 
adjusted budget request. 

Unless additional information is needed from the 
State agency, there is no formal review of the budget 
recommendation with agency representatives at this 
point, because it has been assumed that a formal 
review should include the comments and adjustments 
of the national office staff as well as of the regional 
office. The formal review takes place after the final 
allocations have been made and at that time discus- 
sions are held concerning adjustments in programs 
and plans for the coming fiscal year. Each program 
representative is then held responsible for followup 
action during the course of the fiscal year, assisted by 
the periodic analyses which are prepared by the fiscal 
representative as described above. 


ALLOCATION OF FuNps TO STATE AGENCIES 
(Continued from page 12) 

budgeted claims workloads, this Bureau has the re- 

sponsibility of analyzing quarterly each State’s opera- 

tion to determine if savings resulting from the reduced 

workloads are being utilized for other essential pro- 

gram purposes. 

The Bureau of the Budget has indicated some dis- 
satisfaction regarding the administration of the con- 
tingency appropriation and changes in its operation 
are being considered by the Bureau of Employment 
Security. 
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Arizona Administrator-Director James A. Rork works on a 
budget problem at his desk. 


HE budgeting process from local office to State 

office, to region, Washington, Bureau of the Budget, 
Congress, and back to local office is a complicated 
and time-consuming process. Progress is constantly 
being made in improving this process and there are 
few who would like to return to the haphazard meth- 
ods of yesteryear. Each year improvements have been 
made, some slight, some substantial. These must con- 
tinue if the budget is to assume its full role as a major 
result of program planning, and to be the effective 
management tool at all levels of management to which 
its importance entitles it. 

One area that shows a definite need for improvement 
in the budget process is the budget allocations for the 
fast-growing States, particularly the top 10 or 15 States 
in this category. From 1945 through 1955, Arizona, 
with a 65 percent increase, ranked first in rate of popu- 
lation growth. Arizona was followed closely by Ne- 
vada with 51 percent, New Mexico 48 percent, Florida 
40 percent, and California 39.5 percent. 

The Census Bureau and others predict that excep- 
tional rates of growth will continue in all areas of the 
country for the period July 1, 1956 through July 1, 
1975. Growth will be particularly heavy in Arizona, 
Nevada, California, Florida, Oregon, Washington, 
New Mexico, Utah, Maryland, Delaware, Michigan, 
Connecticut, and Texas. 

Historically, workload and personal category items 
are approved in the budget primarily on the basis of 
(he previous year’s experience. ‘This method has a 
vreat deal of merit, in that performance is better than 
promises. However, the Employment Service pro- 

am in a rapidly growing State is usually a year 

hind in receiving adequate funds to maintain 
ility service and average penetration. There is in- 
ficient allowance for increasing the placement pene- 
tion and operating a balanced program with the 
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Budget Problems in 
a Fast-Growiné State 


By JAMES A. RORK 
Administrator-Director 


Arizona State Employment Service 


new and larger employers and serving a larger number 
of applicants. 

Arizona, similar to a number of the southwestern 
and western States, has an abnormally large applicant 
load, in spite of the increased employment opportuni- 
ties. This is particularly true in a warm, dry climate 
which attracts vast numbers of people suffering from 
arthritis, sinus, asthma, hay fever, and other respira- 
tory, rheumatic, and heart conditions. Among these 
people are a number of veterans, older workers, and 
handicapped. The present budgetary process allows 
little consideration for this additional burden. 

Local and State offices which have been active in 
stimulating and participating in industrial develop- 
ment programs which are aimed at creating additional 
jobs for this expanded population are often at a dis- 
advantage, as the time consumed in this activity is 
seldom fully compensated for in the budget. In order 
to build proper relationships with the prospective and 
new employers entering the community and the State, 
it is extremely important to provide all the employ- 
ment services to such employers in their early stages 
(often before they are in the major market). This 
groundwork pays dividends in later months and 
years. 

A few years ago, there were a few of what we might 
call ‘liberal’? unit times, where with careful budget- 
ing, part of the time could be saved and diverted to 
meet these other unusual demands on time and service 
or excessive workload in certain activities. For ex- 
ample, some States were securing as high as 32 plus 
minutes per application as compared to 19.4 minutes 
maximum at the present time. However, ceilings 
have now been placed on many direct workload items 
such as placements, applications, and counseling, 
further complicating the problem. Indirect work- 
load items, such as activities which include manage- 
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ment and clerical functions, have also been restricted 
through highly conservative ceilings on these’ items. 

The application of fixed unit times to such activities 
as reception contacts, field visits, and subsequent ap- 
plicant interviews has been eliminated, and wisely so. 
The elimination of the quarterly adjustment on the 
average annual salary has resulted in budget losses 
and has worked hardships and reflected in lowered 
quality because fewer people must perform the ever- 
increasing workloads. Additional uncompensated 
workloads, such as in the Manpower Readiness and 
Civil Defense Programs, as well as participation in 
the training of foreign exchange students and officials 
under the International Cooperation Administration 
of the State Department, have to be taken in stride 
without budgetary allowance, forcing additional 
pressure on quality and quantity of regular budget 
items. 

These activities are appropriate to our programs 
and we are in a position to render real service. But 
with the restricted unit times and budgeting process, 
needed service to employers and applicants may suffer 
or the quality of service drops, with a resultant loss of 
prestige to the Employment Service. 

For the past several years, under the sponsorship of 
the Bureau, we have conducted research studies lead- 
ing to the possible trial of an incentive budget ap- 
proach to attempt to alleviate this situation. A small 
increment would be added to the State budget to 
increase efficiency, placement penetration, or activi- 
ties in fixed areas as agreed upon by the State and the 
Bureau. This would allow for the natural growth 
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and workload, and a small but important number o/ 


hours for program improvement, particularly in the 
major market placement penetration within the State 
Our experimental research on incentive budgeting 
was never approved for full-scale use. 

States are encouraged to increase their community 
participation, industrial development, public relations, 
and employer relations activities in order that the 
agency may occupy its deserved position in the com- 
munities and States of our Nation and carry out its 
important functions in the employment field. When 
these activities begin to produce results, the hard facts 
of the budget process often provide overwhelming 
discouragement. 

Important new and needed programs such as the 
Older Worker and Skill Improvement programs are 
undertaken by the Department of Labor, the Bureau, 
and the States, and tremendous strides have been 
made by a number of States in these fields with the 
use of research or special project funds. ‘These pro- 
grams do involve the use of all the Employment Ser- 
vice activities to a finer and more professionalized 
degree, and are more time-consuming if they are 
really effective than the run-of-the-mill placement 
and Employment Service processes. 

Some research programs are being left with the 
States in their regular budget allocations, but the 
special project money supporting many of them is 
being withdrawn. It is true that research has now 
become a basic part of all good management, in 
private industry and government, and it should be 
so recognized in our activities rather than a “‘frill” 
as it was a number of years ago. Particularly in the 
field of social sciences in which we are involved, there 
is a great need for better determination of the type, 
character, causes, and cure of unemployment in order 
that we may tailor our services to our State and Na- 
tion accordingly. 

We deplore the elimination of these special projects 
that have supported research on older workers, skill 
improvement, and other important activities, and 
hope that this need will be called to the attention of 
the Bureau of the Budget and Congress in order that 
adequate consideration may be provided within the 
general budget or in allocated funds earmarked for 
these purposes. 


A Look at Some of Our Problems 


We would like to show a few of our workload and 
budget problems, which we know are also prevalent 
in a number of the fast-growing States. With large 
areas to serve (over 113,000 square miles in Arizona) 
and scattered industrial activities, perhaps this in- 
formation will be of interest because it is not particu- 
larly unique to Arizona. 

The total population of Arizona was estimated at 
1,116,000 persons in April 1957, an increase of 49 
percent since 1950. Nonagricultural wage and salary 
employment has risen even faster, increasing by 66 
percent in the same period to 257,200. Manufactur- 
ing employment has registered a 155-percent increase 
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to 38,700. During the 7-year period, well over 10,000 
new firms have been successfully established in the 
State. 

Our recent report on manpower requirements and 
training needs contains estimates of economic growth 
through the year 1961. By that time it is estimated 
that total population will have increased to 1,400,000, 
x 25 percent over 1957. Nonagricultural wage and 
salary employment is expected to increase 43 percent 
io 367,000. By 1961, manufacturing firms (employ- 
ing 80,500 workers) will constitute the largest segment 
of employment, rising from third in importance in 
1957. ‘This growth will represent a 108-percent in- 
crease during the 4-year period. 

A glance at the table of selected workload items 
below illustrates that the service required of the 
Arizona State Employment Service has paralleled the 
erowth of Arizona’s economy. Other workload ac- 
complishments show similar increases. The increases 
in many of the indirect functions have not been as 
great, however, since it was necessary to give priority 
in our activities to the more important direct services 
to applicants and employers. , 

Compartson of selected employment service workload accomplishments 
Fiscal year 1950—Fiscal year 1957 





| Farm 

| New | Persons | | Non- | place- 

Fiscal year | applica-| coun- | Total | farm | ments 
tions | seled | tested | place- | (individ- 

| ments | ually 
| selected) 
967. ae | 86,445 | 12, 168 | 12, 850 | 61,013 | 63,513 
1956.......] 77,305 | 10,541 | 9,445 | 62,010 | 55,921 
1955 silage 68,545 | 12,167 | 8,551 | 53, 050 | 50, 189 
1954.......] 69,484 | 9,455 | 8,581 | 51,677 | 39,078 

VOSS aa 51, 883 | 10, 030 2, 635 | 31, 280 | (*) 





1 Information not available. 


All indications point to a considerable increase in 
workload during fiscal year 1958 based on experience 
and economic forecast. New firms in Arizona are 
expected to greatly increase their employment during 
the next few years. For example, General Electric 
is scheduled to increase payrolls from their present 
465 to a peak of 2,000, Kaiser Aircraft & Electronics 
Corp. expects to increase from 10 to 500, U. S. Semi- 
Conductor from 20 to 500, and Sperry-Rand from 
170 to 500 by the end of calendar year 1957. At San 
Manuel, the new community about 50 miles north of 
Tucson, an enormous mining project developed at a 
cost of about $125 million will increase its employ- 
ment from 2,200 to about 3,000. At Page, another 
new community, construction has already begun on 
the $400 million Glen Canyon Dam to be built during 
the next 7 years. 

We have attempted to show the extent of Arizona’s 
growth as well as the increase in activity since 1950. 
This should tend to bring some of our problems of 
programing and budgeting into focus. A detailed 
analysis made prior to this fiscal year’s budget request 
conclusively indicated that a 10-percent increase 
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over last year’s workload experiences would approxi- 
mate our needs. We can best point up the first 
problem facing us by using statistical information 
taken from our fiscal year 1957 experience as com- 
pared to workload approved in our fiscal year 1958 
budget. 

During fiscal year 1957, local offices throughout 
Arizona completed 86,445 new applications; the 
approved figure for fiscal year 1958 for this same 
function is 80,342. We attempt to limit the number 
of applications to the extent possible by sending 
applicants in shortage occupations to jobs directly. 
Others, not in shortage categories and those who do 
not have a permanent address, are requested to re- 
turn in a week or two to examine the job market at 
that time. In this way many who are just stopping 
overnight on their way across country are not regis- 
tered. We must do this to reduce this workload with 
our staff limitations. 

We are required to take applications of those filing 
claims and on strike. We take many limited applica- 
tions and make use of the dead file to control the 
application load, as well as skeleton applications 
where is is apparent the workers have a strong attach- 
ment to a firm and will immediately return to work 
upon settlement of the dispute. 

Counseling interviews conducted during fiscal 
year 1957 numbered 12,168; the number approved 
in this year’s budget is only 10,264. Tests adminis- 
tered last year totaled 12,850; this fiscal year’s budget 
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approved only 9,973. Nonagricultural placements 
last year amounted to 61,211; this year’s figure is 
61,594. Practically all other functions were reduced, 
since most indirect activities are based on the direct 
workload. To make matters worse, however, these 
approved workloads for fiscal year 1958 were before 
a horizontal reduction of 4.6 percent. Because this 
reduction could not be applied to certain fixed costs 
in the nonpersonal service categories, it became 
necessary to reduce personal services approximately 
6 percent. This made last year’s fiscal year experi- 
ences and this year’s adjusted direct workload func- 
tions compare as follows: 





| Fiscal year | Adjusted | Percent 
1957 ex- | fiscal year | decrease 
perience | 1958 
New applications. .. 86,445 | 78,780 ‘9.9 
Counseling 12, 168 9, 790 19.5 
Zotel tests... ...... 12, 850 10, 155 21.0 
Nonagricultural place- 
ments..... ~~ 61, 211 59, 540 YA | 


Instead of an approved budget that is growing 
with Arizona, we would actually be moving backward 
if we did not take drastic steps. Instead of an increase 
for the normal growth of the State, we are faced with 
workload cuts. Rather than having an incentive 
budget for which we had hoped, the situation is the 
reverse; we have a ‘“‘decentive’’ budget process. 

The problems of adjustment to this tight budgetary 
situation in a fast-growing economy is difficult. 
Donating unreimbursed overtime often becomes neces- 
sary to keep our heads above water. Frequent ap- 
peals for alleviation through supplemental budgets, 
some of which have been fruitful, is another time- 
consuming activity. Due to the press of workload 
at times, much needed training, and the maintaining 
of files and office records in usable shape has become 
a burden and at times must slip. 

The fast-growth factor of Arizona has caused a 
housing problem for our State and local offices. Our 
old offices became obsolete, overcrowded, and too 
small to handle the workload. We have set about 
remedying this situation by a building program of 
State-owned buildings using penalty and _ interest 
Reed Act and Retirement System loans to finance 
them under Federal standards. 

Local office buildings must have more space if the 
staff is to provide adequate service in the expanding 
unemployment insurance and employment service 
programs. The Federal standards of a maximum of 
200 square feet of usable space per person is in itself 
obsolete, by the inability under these standards to 
build for a reasonable expansion, which provides a 
deterrent to adequate and economical planning. The 
solution to this problem should be approached with 
vigor. The additional staff time used in our current 
local and State office building program in Arizona 
has no compensatory State office staffing allowance 
in the present budgeting program. 
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The amount of extra time involved in the numerous 
negotiations, surveys, and justifications is heavy under 
normal circumstances and still heavier in a fast 
growing State; yet we feel we cannot forego the need 
for first-class offices and eventually reducing the renta!| 
costs in our budget. We would certainly advocate 
set-asides for accommodating the rental increases fo: 
approved office buildings constructed on lease-pur- 
chase plans as well as the incidental expenses inherent 
in these projects, in order not to further complicate 
the situation by having to wait for a new fiscal year 
to become compensated. 

The present contingency principle has been most 
helpful in stabilizing the unemployment insurance 
program in taking into account increased workloads. 
Problems still occur in the UI program financing in 
regard to adequate nonpersonal service categories to 
accommodate the need in a fast-growing State. 

The Employment Service, not having a contingency 
fund except for statewide salary changes, is faced with 
difficult financing situations at times. When all funds 
are allocated to the various States and workloads 
do not develop in some States, it is not practical and 
feasible to attempt to recover from these States in 
time to divert to other States whose workloads had 
been excessive in terms of their budget limitations. 
A good Employment Service program is the soundest 
support for the protection and public relations of our 
very fine unemployment insurance system by assuring 
an excellent job test, the conservation of trust funds, 
and the lowering of taxes. 

Perhaps the answer lies in recognition of the budget 
problems in fast-growing States through more liberal 
incentive budgeting, through application of the con- 
tingency principle, through set-asides for individual 
State-negotiated supplementary grants, depending 
upon the workload needs, or through somewhat more 
liberal unit times. Whatever the method, a solution 
should be sought and tried immediately for the pro- 
tection of the Employment Service system in order 
that we may render our maximum contribution to the 
economic strength of our Nation. 


IAPES to Request University Courses 


6 ‘im PLOYMENT security touches the lives of more people, 

more frequently, more vitally, and more fully than does 
any other arm of Government, including the armed services,” 
George B. Elleson, Bay City, Mich., told the 21st Annual Inter- 
state Conference of Employment Security Agencies, September 
12, at Jackson Lake Lodge, Wyo. Mr. Elleson addressed the 
conference in his capacity as president of the International 
Association of Personnel in Employment Security. 

Among other things, Mr. Elleson announced plans of the 
TAPES to request a university to expand its Public Adminis- 
tration Department to give both basic and specialized adult 
education courses in Public Administration of Employment 
Security for all members in credit or noncredit, resident, 
extension, or correspondence courses. Such courses would be 
aimed at a the professional competence of its member- 
ship in order that they in turn might serve their individual 
States and those of the public who come in contact with any 
part of the employment security system. 
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